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City dreams are like memories of the future. 
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ie See and 
~ be seen 
Sed with Citizen 
Tokyo — 


city of dreams, 
where the image of 
f tomorrow takes shape 
in the imagination. 
| Citizen watches — 
A elegant timepieces that 
[las capture the stylish spirit 
eT of the city. Ultra-thin dress 
Loe watches or casual analog 
e T models, distinctive metal 
a bracelets or soft leather bands 
— f All have one thing in common: 
c DT the supremely accurate 

| | Citizen quartz movement 


Tokyo flair, Tokyo fashion. Citizen. 
It's time to see and be seen. 
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Contact your travel agent for grand hotels is the lobby. 
RESET VRE OF WIRE 10: It's the traditional rendezvous. 


Hotel Regal Meridien Hong Kong : 
71, Mody Road, Kowloon, H.K. Elegant. Quiet. A cosy corner 


Telex: 40955 HOMRO HX. where one enjoys a quiet 
aperitif or waits to receive 


visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. * 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 


HOTEL REGAL The Hotel Regal Meridien 
pe Hong Kong. Where the art of 
MERIDIEN fine living lives on. 

HONG KONG 


HONG KONG’S TRULY EUROPEAN HOTEL. 


A Regal International Hotel 
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Question of honesty 

The vear-long dispute between the two J 
groups of members in the Malaysian * 
Chinese Association (MCA), a partneri 
in the ruling National Front coalition," 
over the cleanness of its members’ list" 
[23 May] has burst into a political fire 
within the Malaysian Chinese political : 
party. While the MCA gets burned, 
many of those non-MCA Chinese such t 
as me, who have been watching the 
crisis with deep concern, feel shattered. | 
To others, the MCA drama may show 
how damaging trouble-making by some 
MCA party members is to the unity of 
Chinese, but to me it shows the destruc- 
tiveness of political dishonesty. If the 
members' list is unquestionably clean, 
those who defy it are being troublemak- 
ers. But if the list does contain fake | 
members, those who defend it are dis 
honest. I place honesty on top of all the 
human qualities that a leader should 
possess, and I shall make it clear to them 

at the next election. 

Kuala Lumpur W. Y. Wong 
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Defining the problem | 
In THE 5TH COLUMN [4 July], An- | 
thony Rowley discusses “deflation,” | 
which, he claims, is “what we have all 
been suffering from during the past five 
years. 

While I am not an economist, it has 
always been my impression that “defla- 
tion” referred to an actual increase in 
the value of currency, as measured by 
how many goods it can buy. What we 
have been suffering from is a reduction 
in inflation, at least in the US. 

While this may feel like deflation 
after the expectations of the 1970s, in 
actuality it is not. Money continues to 
be worth less year after year. It is onl 
the rate at which that is happening tha. 
has slowed down. 

San Francisco Richard Smoley 
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e Anthony Rowley replies: The defini- 
tion of deflation, at least according to the 
Oxford Dictionary, is for the state to 
adopt a policy of “reducing the inflation 
of the currency.” That certainly is what 
has been happening in the US and else- 
where over the past five years. Disinfla- | 
tion is the preferred term among 
economists for what has happened, but | 
various features normally associated 
with classic deflation are present, includ- | 












ing rising ugemployment and, latterly, a 
reduction ih economic activity. 





Stock answer 
While you were correct in your 18 July 
issue to note our protest at the recent 
IFCT share issue at a substantial dis- 
count to the market price at that time, I 
must take issue with the implication that 
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no selling at all during the above- 
F* mentioned period. 7 "n 
| | also stress that while we. 
were by no means pleased about IFCT's 
action in respect of the share issue, we 
remain very positive both about the 
| Stock itself and the prospects for the 
Thai equity market... Marshall Auerback 
G. T. Management (Asia) Ltd 
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. With the up 
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h the upcoming superpower summit 
* to be held in Washington in November, 
; itis surely important for the ordinary 
en to get some grasp of what US 
ident Ronald Reagan's "Star Wars" 
-ject means. This Hollywood-style 
label denotes a plan known officially as 
the Strategic Defence Initiative — or 


According to Reagan, in a speech 
. two years ago, the SDI could make nu- 
. Clear weapons impotent and obsolete. 
|. The plan ts to assemble iif space a vast 
. array of spacecraft and weaponry which 
'- would put a shield'around the US (“and 
| their allies" — an afterthou 





ght?) which 


no missile could penetrate. ~ 
.. Former US defence secretary Robert 
MacNamara, supported by the great 





ield, even with gigantic expenditure 
er the next 30 or 40 years. John Pike | 
-~ director of space policy at the Feder- | 
ation of American Scientists — under- - 

ines this absurdity by stating that to get 
enough fuel for these laser weapons up 
space, the US would need to launch | 
uttle flight a month for the next 15 


$192 a 


id le shoüld realise that the Star 
Wars plan, wildly unrealistic as it is, 
F professes to defend only against space- 





tres, and the like. The stability of the 
| nt world situation, claimed as their 





is as crude as this: each side 
at they possess 
| vaporise the other. Ar 
no defence against this, | 
ate — no one will 
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Ominous barbarity 
Your report on Sri Lanka [30 May] 
sounds very ominous to any civilised 
country, It undoubtedly points to a 
pathetic and an appalling situation in 
the country. Acts of terrorism reported 
clearly prove the criminal intent and 
dads of the Tamil terrorists. Killing 
civilians who had come to a place of 
worship is an uncivilised, barbaric act 
and must be tréated so. It shows the 
worst form of degeneration of the Sri 
Lankan separatists., — ^" 

lt is gratifying, however, that the 
Sinhalese majority exercised utmost re- 
straint by not reacting violently, despite 
the hallowed sanctity of the place of at- 
tack: namely, the precinct of Sri Maha 
Bodhi tree which Buddhists all over the 
world consider not only as sacred but 
also a place of great historic impor- 
tance. The Bodhi tree in Anuradhapura 
is the oldest recorded tree in the world, 
having been planted in the third century 
BC. It is a cutting from the original tree 
under which Gauthama Buddha at- 
tained enlightenment. The Tamil ter- 
rorist. attack «in. Anuradhapura- was 
| meant to desecrate a sacred place rep- 
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resenting the highest human ideals of | 


love and compassion. | 
On the other hand, one cannot ig- 
nore the stupidity of the government. 
Anuradhapura, though located in an 
open country, could have been easily 
| protected because of the limited road 
access to terrorists operating in the 
north or east. The area is intersected by 
large irrigation reservoirs, canals; rivers 
and paddy fields — natural obstacles to 
land-based terrorists. Only two all-wea- 
ther roads exist and they could have 
been easily blocked by security forces. 
But Nochchiyagama police station, lo- 
cated on one such road, is reported to 
have ordered two constables. to: flag 
down two buses bearing the terrorists in 
army uniforms returning after the at- 
tack, not realising they were terrorists 
and not putting up road blocks either. 
Not surprisingly, the terrorists shot the 
two constables. The police paid a high 
price for their incompetence when. the 
local population later attacked the 
police stations in Nochchiyagama and 
Anuradhapura to show their wrath 
against police incompetence. 
No government we 
can abdicate its resp 
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CITIBANK —— 
ASIAN BANKING CENTE 


Welcome to Citibank, the world’s. 
leading bank with more than $150 bil 
lion assets. 
At our Asian Banking C 
own Personal Citib / 


| | ibanker s 
select from a wide range of 





terest rates to suit. vour needs, 
At any of our Centers located in Sing 
pore, Hong Kong, San Francisco, « 
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San Francisen, CA 94104. USA. | 
Tek: (415/627-0495. Telex? 278374. sf 
* Guam, USA: Citibank NAW 402 Marine Drive, PAD. Bow FE 
Agana, Guam 96910, Tel (671477-9881 diu A 
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"m ] CITIBANK ASIAN BANKING 
CENTER, at the location-of vour choice. 

CAR inquiries will be troided isthe sunctest confiiliice i | 

YES! Fam interested. Please rush. me 

more information on Asian Banking 

Center services in: 

L1 Singapore 

[J Hong Kong 
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| ‘ong husband. 


e interview with Sri Lankan Presi- 
t Junius Jayewardene. [27 june] 
e ling with the country's ethnic prob- 
it says: ^... he, in fact, has not con- 
ded anything that she. or ‘her husband. 





a 





yt conceded to the Tamils.” 

ving lived in that beautiful island 
iradise during the first half of my life 
nd having had my education there, I 
know better. Either Jayewar- 
vas mistaken or he was mis- 


nuendoes. 


e late husband. of Sirimavo 
anaike was S.W.R.D. Bandara- 
the initials standing for Sydney 
eway Dias, who was shot 

list m nk i in April/May 
personality was his 

| of Mrs 


cations. from es qualified men and women for ap- 
ointment to the position of POSTDOCTORAL FELLOW/ 
ESEARCH FELLOW in the DEPARTMENT OF POLITI- 
L AND SOCIAL CHANGE, RESEARCH SCHOOL OF 
ACIFIC STUDIES. 


op icants should be PhD Daana in political science or 
a closely related discipline and should have appropriate re- 
"search experience. and linguistic qualifications to carry out 
¿research in the field of political and socio-economic change 
"in South-East Asia, the South-West Pacific, or Aboriginal 
; Australia. The appointment as Research Fellowship will be 
for 3 years initially and may be extended, after review, to a 
> maximum of 5 years. Appointment as Postdoctoral Fellow 
Us Grade 1 is normally for 2 years initially, and may be ex- 
... tended, after review, to a maximum of 3 years. Further en- 
= quiries should be directed to the head of Department, Pro- 

cofessor J A C Mackie. . 


Closing date 30 September 1985. Reference: *PA.4.7.1. 
Salary will be in accordance with qualifications and experi- 
ence within the range: Postdoctoral Fellow Grade 1 


































p.a.; current exchange rate $A1=$US.66.=UK50p. Grants 


Maternity leave is available. The University reserves the 
ght not to make a an appoinment or to make an | appoint- 


No discrimination 


CI wish to disabuse both *Fair-minded’ 
[27 June] and the rest of your readers of 

| the false but fashionable (in less en- 
lightened circles) notion that just be- 
cause meritocracy works in Singapore 
when it does not seem to elsewhere, 
therefore there is no meritocracy here. 
The base allegation that 
crimination is openly practised in Singa- 
late Sir. Soloman Bandaranaike) pore" is proof of his intellectual and 
spiritual dishonesty. He has offered no 
proof to back up his accusation, just in- 


The fact remains that there is no ra- 
cial discrimination in Singapore. Indian 
and minority race MPs do not represent 
their narrow communal and racial in- 
terests. There is no need to. They repre- 

sent their multi-racial constituents. In 
eui cosmopolitan and polyglot island 
the minority races have enough mil- 
lionaires, professors, soccer stars, civil- 
service mandarins and community lead- 
ers among their number. Unlike 'Fair- 
minded,' they do not suffer any inferior- 
ity complex, but assiduously pursue 





$22.614-$25,905 p.a.; Research Fellow $26,236-$34,467 


towards travel, assistance with housing, superannuation. 








M. Akbar Khan | 









so too our choice of spouses and secor 
language for our children. That none of 
your readers nor the government has re- . 
butted him shows too clearly the bald * 
stupidity of his baseless accusations. 

Singapore Martin Marini 


























Confidence restored 


^racial dis- E 
A REVIEW buyer for some 20 years, 1 E 
have become increasingly doubtful of E 
your impartiality on Singapore over the | 
past few months. I was delighted, there- | 
fore, to read your 4 July issue which is 


the first one for months that is fair by 
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Singapore. Welcome back to my confi- 
dence. | "TN 
Frankfurt Vijendran Mendelssohn 










CORRECTION - 


Siriluck Ratanakorn was inadvertently refer- 
red to as the “former sident 2 Seouri- - 
ties Exchange of Thailand ir 

kok follows suj (Revu 
nation from that positior 
until 1 September. The error is regretted. : 
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General Sales Manager 
Far Eastem Economic Review 
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GPO Box 160, 'Hangkong 
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zum Ti since the communists came to power in China in 
1949 it has been a reasonable. assumption that there 

must be some communist activity in Hongkong. But until 

very recently this has been a completely taboo subject as 

far as Hongkong officials have been concerned. With the | 
Sino-British negotiations on the future of the territory now 
completed, however, that veil of secrecy is gradually lifting | 

on both sides. The Review’s Hongkong correspondent, 
Emily Lau, and China Trade writer Louise do Rosario have | 
spent several months researching the subject and this 


week we print probably the most detailed account yet of 


the structure and activities of the communist party in Hongkong and of Chinese 
efforts to penetrate its economy and cultural world. 


Pages 2230. 


.. newly formed reform movement 
thin the Philippine armed forces 
could prove a powerful political tool 
in the post-Marcos era. 
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years after losing the post. 


The | Malaysian prime minister fails to 


assure Malaysian Indian Congress 
members that more Indians will be 


mployed i in government service. 


The Thai coalition 
pushes through a constitutional 


: amendment to alter the form of voting 


which will give a better chance to 


small parties: — against military oppo- 


on. 


Page 32 

South Korea's two opposition Kims 
disagree on their respective roles in a 
tuture challenge to the establishment. 


(1d Washington quietly work 
dures which will enable the 
apanese military technol- 

S before the end of the 


government 
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China’s craze for Japanese consumer 


-goods fuels a massive trade imbal- | 
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| Japanese Prime Minister Yasuhiro 
| Ngüyen Van Linh is reinstated as a- 
member of Vietnam's pdlitburo three | 


Nakasone's swing around Europe | 
points up continuing differences over 


trade issues. 
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Burma is to shore up its ports in antici- | 
pation of a rise in trade. 
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The Australian airline, Qantas, gears | 
up for expansion. 
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The formation of a study group. in 
Hongkong reflects broad concern | 
over recent tax-law changes. - 
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As the Japanese stockmarket's hi- 
tech boom fades, property stocks 
come into the limelight. 
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Dragonair, the new Hongkong airline, - 


is cleared for takeoff at last. 
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e US Age 
Development has prepared a 
voluminous report on how 
Washington could help the |. > 
non-communist Cambodian ~ 
resistance with non-military aid. 
Suggestions include provision of 
medical supplies and the training of 
paramedics, technicians, teachers 
| and radio broadcasters. The report 
| helps the administration avoid 
| allocating to military aid the US$5 
| million recently approved by 
| congress in a compromise which 
allows the money to be spent either 
on aid. orarms——atthe — : 
administration's discretion. 

































rean President Chun Doo 

van told journalists at a recent 

Tunch that he does not regard himself 

] asresponsible for the bloodshed of 

| the 1980 Kwangju uprising in which 

į 191 people were killed battling 

government troops. He maintained 

| that the military operatiop that led to 

he deaths was ordered by then 

interim president Choi Kyu Hah, 

"who was the country's chief. — 

<- Martial-law commander at the time, | 
While he, Chun, was only in charge of- 

military intelligence. pe 


"In a subtle gesture indicating China's 














_ Vietnam, Peking has recently asked _ 
- Hanoi to restore a direct telex line to | 















- ^" Hundreds of students demonstrated at 
- Dhaka University demanding free political 
activity; the release of detained politicians 
. and autonomy for Bangladesh's six univer- 





«. Sities (23 July). 


^ President Li Xiannian arrived in the US 
for an official visit (22 July). 


.. The British and Chinese negotiators of 
. the Joint Liaison Group met for their first 
yrmal session at the Foreign Office in Bri- 
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Hanoi. The line has been out since 
1979, and Xinhua has been using the 


| postal telex system, for which it pays 


an exorbitant rate in US dollars. 


| Sources told the REVIEW that 
Vietnam has not yet responded but is 
likely to agree and ask for a reciprocal 


Office in Peking. 


NO-GOH AREAS | 
Singapore's former deputy prime 
minister, Goh Keng Swee, now an 
adviser to the Chinese Government 
on the development of China's 
coastal regions, may have influenced 


line for the Vietnam News Agency 


the recent decision to channel foreign 


investment to four instead of the 


| proposed 14 coastal cities. Goh, who 
| was asked to look 


at all 14 coastal. 
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Minister Rajiv Gandhi met Sikh leader Sant 
Harck <d Singh Longowal in a new bid to 
break e deadlock over the crisis in Punjab 
(23 July) MC ja 
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At least 27 people were arrested as nearly 


Ahmedabad, PTI said (22 July). Prime 


1.000 people demonstrated against the plan- 


(21 July). — 


A man and a woman claiming Swiss 
citizenship were charged in an Auckland 
court with murder and arson in connection 
with the sabotage of the Greenpeace protest 
ship Rainbow Warrior (23 July), 


PAKISTAN 
, Police said they had arrested eight Iran- 
ians who were suspected of bombing the 


ned papansin of Narita international airport 
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Pan Am offices in Karachi. The son of 
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Shah Naw 
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minister Zulfikar Ali Bhutto, 
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Debate in the national assembly. 
terrupted when about 200 people- 1 
banners calling for the impeachment of Pr 
sident Ferdinand Marcos (23 July). 


SINGAPORE fs 
Prime Minister Lee Kuan Yew said tf 

cabinet had decided to give executive powe 

to a future president (23 July). der 


Five members of parliament cach 
the North and the South met atthe tá 
village of Panmunjom in the first such. 
ing since the country was divided. 
dents connected with the productior 
underground publication were 
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A military reform movement takes hold 


.. The hidden hand 


"S 
wu 
ASA] 
. | By Rodney Tasker in Manila 
E movement among young officers in 
3 the Philippine Armed Forces 
— | (AFP) to reform the much maligned 
~ | military has stirred a great deal of in- 
~ | terest here. But behind its commend- 
© | able public face is an inner-circle of 
— ^ deadly serious, politically aware officers 
_ ] who have more important national con- 
— | cerns on their minds. 
ep According to reliable military 
— | sources close to the core of the move- 
——] ment, the publicly scrutinised reform 
— | drive, while sincerely motivated, also 
— | acts as a smokescreen for a more 
| ominous political strategy. Many 
observers already suspect that the 
reformists are concerned about the 
sense of disgrace brought to the 
AFP by chief of staff, on leave, 
Gen. Fabian Ver through his being 
charged as an accessory to the 
murder of opposition leader Be- 
nigno Aquino, his political influ- 
ence over President Ferdinand 
Marcos and the system of patron- 
age rather than professional ability 
which he is perceived to espouse in 
the officer corps. 
While the reformist movement 
by its very nature is undoubtedly 
opposed to Ver and his influence, 
robably of more concern is the 
Philippine army commander, 
Maj.-Gen. Josephus Ramas. 
Sources say leaders of the reform 
movement are worried about a 
post-Marcos scenario in which the 
resident’s ambitious wife, Imelda 
Marcos, or someone else in the 
Marcos camp, attempts to seize 
E by non-democratic means, 
acked by Ramas with the power 
of the army at his disposal. 
The reformists say privately the 
would move to stop this — with 
the implied threat that they would 
resort to armed force if neces- 
sary. 
The situation brings a new element 
to a military which, despite its enhanced 
role in national affairs since the 1972-81 
martial-law years, has never been the 
political animal that it is, for example, in 
. neighbouring Indonesia and Thailand. 
amas is known to be close to Ver 
but, more significantly, he is also one of 
Mrs Marcos' favourites. A one-time of- 
fjcer in the elite Rangers, he was head of 
army intelligence before promotion to 
his current powerful position. As one 
colonel pomted out to the REVIEW, the 
fear among the reformist officers is that 
while Ver, an 5lder man largely discre- 
dcm 


dited in the world media, might be able 
to swing his military influence behind 
Mrs Marcos, to whom he is known to be 
loyal, Ramas’ army has more armour 
and combat punch than the other AFP 
branches to ensure the success of what 
effectively would be a coup. 

"Ramas has the ability to ingratiate 
himself.” one cabinet minister com- 
mented. "If Ver goes, his influence will 
increase substantially." 

At the same time, however, military 
observers are also watching two 








yousger, powerful army officers who 
are both related to the Marcoses and 
who have key commands. They are 
Brig.-Gen. Roland Pattugalan, whose 
wife is a niece of Marcos and who com- 
mands the 2nd Infantry Division — 
based close to Manila in Rizal province 
— and Brig.-Gen. Edon Yap, Mrs Mar- 
cos’ brother-in-law, who is commander 
of the army reserve. 

Describing the reform movement's 
deeper, clandestine mission to ensure 
that democratic, constitutional process- 
es are followed in a post-Marcos suc- 
cession struggle, a military source said: 


"They [the reformists] would like 
Ramas and Ver to feel that if they have 
any funny ideas, they'll get serious.” 

It was a warning from the nationwide 
movement that given the movement's 
estimated strength of 1,500 officers — 
of a total 13,000-man officer corps — 
potential coup leaders should not “open 
a Pandora's box." By that the source im- 
plied that the reformists would try to 
match any potential coup  force's 
strength, to which end they have report- 
edly even begun to try to set up a net- 
work of paramilitary units as w 
as one of loyalist military regular. 

The sources also claimed that 
Ramas may be well aware of the 
movement's intentions and is mov- 
ing to neutralise it. The sources say 
Ramas has sent word to his army 
officers not to join the reformists, 
has set Bip a fund on which to draw 
to counter the movement and is 
even training a 600-man elite force 
for the same purpose. 


W hile such dark political scen- 
arios are very much in the 
minds of reform-movement lead- 
ers, of more immediate concern is 
improving morale and discipline in 
the AFP, driving out corruption 
and other abuses and upgrading 
logistical support for a military 
combatting the growing power of 
the communist New People’s 
Army (NPA). “We are the only 
ones standing between the repi 
lic and the insurgents," one 
formist officer said in an interview, 
adding: "If we fall, it's easy pick- 
ings. 

The beginnings of the move- 
ment, which now calls itself the 
Reform the AFP Movement and 
has adopted the military-style 
motto of "We Belong," can be 
traced back some four years to a 
group of young officers sickened by the 
AFP's poor image among the people. 
The Aquino assassination in August 
1983, while heaping further disgrace on 
the uniformed services for their alleged 
involvement in the murder — and at 
best their failure to stop it — also served 
to provide fertile ground to strengthen 
the movement until it became a serious 
cause towards the end of 1984. . | 

The reformists surfaced publich 
on 21 March when a large group 
Philippine Military Academy (PM 
grasses demonstrated quietly with 

anners calling for reforms in the AFP 


1 AUGUST 1985 e FAR EASTERN ECONOMIC REVIEW 


ME "S 7 3 


at the year-end PMA graduation cere- 
mony attended by Marcos. Since then 
the movement's spokesmen have 
claimed that the majority of the move- 
ment's members are disillusioned PMA 
graduates from the class of 1971 through 
to the present. Most, they say, are offic- 
ers ranging in rank from second lieuten- 
ant to lieutenant-colonel — with some 
full colonels from earlier PMA classes. 

Two policy documents, a prelimi- 
nary statement of aspirations drawn up 
on 17 February and a statement of com- 
mon aspirations issued on 15 March, 
lay down the movement's reformist 
guidelines in seeking an “effective and 
efficient and fair-minded armed forces 
in the service of country and people.” 

The movement seeks measures to 
prevent rifts in the AFP, weed out cor- 
ruption and banish “undesirables.” It 
also wants improved training, educa- 
tion, equipment and more efficient dis- 
persement of logistical supplies to troops 
'" the field. Promotions and re- 

ards, the movement says, should 
ve solely on the basis of merit. The 
overall aim is to improve the 
morale of a military which has be- 
come largely alienated from the 
people, particularly in combat 
areas. 

Few Filipino leaders, mjlitary or 
civilian, have been able to fault 
these aims. Some officers, particu- 
larly those of the old school, think 
that such a movement in an AFP 
whose members, by tradition, have 
never been as politicised or so out- 
spoken in public, presents the 
danger of mutiny in the ranks. But 
many other senior officers, tired of 
public derision because of the 
abuses of some troopers and the 
vested interests of some of their of- 
ficers, privately applaud it as a veh- 
icle for restoring military dignity 
and effectiveness. 

In May, the board of the Associ- 
ion of AFP Generals and Flag 
fficers issued a statement, signed 

by the secretary, Brig.-Gen. Albert 
Friedlander, saying its members 
"appreciate and support the We 
Belong movement and express our 
deep admiration and commenda- 
tion to this highly patriotic act.” 

Because of the movement's un- 
written but substantial political po- 
tential, insiders say that Ver has said pri- 
vately he regards it as a force being nur- 
tured by Defence Minister Juan Ponce 
Enrile, a rivalin the Manila power game. 
Indeed, two reformists who have so far 
emerged publicly as spokesmen for the 
movement — Col Hernani Figueroa, a 
former PC intelligence officer, and Navy 
Capt. Rex Robles, also with an intelli- 
gence background — are both military 
assistants in Enrile's office. 

Enrile himself denies any direct in- 

olvement in the movement — and the 
movement denies any connection to 
him — saying publicly that it is a rather 
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Enrile; Ramas: rivals in Manila power game. — 
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badly organised group with no political 
component. However, he told the 
REVIEW: “I would not take this group 
lightly on a long-term basis . . . as far as 
their desires for reform are concerned, 
we are all for it. We have attuned to 
their desires." 


R y “we,” Enrile was probably refer- 
ring also to acting chief of staff 
Lieut-Gen. Fidel Ramos, concurrently 
PC commander, widely respected in the 
military as a professional officer and the 
antithesis of what Ver and his loyalists 
represent. Both Enrile and Ramos held 
long meetings with representatives of 
the reform movement in April and both 
said that, while agreeing with the 
group's reformist zeal, measures were 
already under way to rectify the situa- 
tion. However, while pushing Ramos to 
implement their reform programme, 
movement leaders do not view the gen- 
eral — a cousin of Marcos — as a de- 


terrent to the likes of Ver and Ramas. 

Enrile and Ramos also urge@ the 
group to see Marcos, and a presidential 
meeting subsequently took place on 31 


May. While a palace spokesman said | 
later that Marcos had told the group | 


that instances of alleged corruption and 
abuse of power in the military would be 
rigorously investigated, other sources 
said that the president had warned the 
group, “in a fatherly way," that by com- 
plaining about abuses, they could be 


playing into the hands of subversive | 


groups. One movement officer com- 
mented afterwards: “We are not going 














to push the president to the wall. We are 
not concerned with him.” 
Enrile is also believed to have been 


quietly advising the movement aboute 


the dangers of external influences, 
warning the officers against manipula- 
tion by vested political interests — both 
Irom the Right and Left. Activist busi- 
ness leaders in Manila on the one hand, 
and the leftist umbrella group the Na- 
tonal Front on the other, are known to 
have been among those trying to forge 
relations with the potentially formida- 
ble political force. The US Embassy, 
among other interested foreign obser- 
vers, is known to regard it as a highly 
significant political development. 

One reformist leader said in an inter- 
view: "We have been wooed like hell 
[by vested political interests]. but we are 
very careful to avoid such manipula- 
tion." While agreeing that the move- 
ment was “of course political," the same 
leader said its ideology was individual- 
oriented, rather than leaning to- 
wards any broader banner. Philip- 
$ pine military officers are, by their 
; very training and education, anti- 
* Marxist. 

There have also been attempts 
to infiltrate the movement, al- 
legedly by presidential palace in- 
formers and officers loyal to Ver 
and Ramas. 

The movement s political direc- 
tion is. apparently handled by a 
small group of intelligent, dedi- 
cated officers within a newly 
formed, 11-man steering commit- 
tee in the national capital chapter 
One major problem for those at the 
centre is to keep close contact with 
other reformist chapters which have 
sprung up nationwide. Many, per- 
haps most, of the officers are young 
men and women in their late 20s 
who, while full of idealistic reform- 
ist Zeal, are somewhat naive poli- 
tically. Movement leaders are be- 
lieved to be quietly planning to teach 
them to be more politically aware. 

For the moment, the reform 
movement is neither an official nor 
an underground organisation. 
That is the way its leaders prefer it 
to remain while they tackle the 
mammoth task of giving it more 
shape — and more teeth. The real 
leaders remain anonymous for 
their own safety as they try to fend off 
political attempts to exploit, subvert and 
destroy the movement. 

If they succeed in their immediate re- 
formist mission, the AFP will be a more 
acceptable guardian of the people and a 
more effective adversary for the NPA 
If they manage to achieve their second, 
more dangerous, goal of safeguarding a 
democratic transition of power after 
Marcos, the potentially worrisome fac- 
tor in a civilian democracy is that the 
AFP will have earned itself a permanent 
position on the Philippines’ political 
landscape. a 
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Power to the reformer 


Fidel Ramos gains clout in shaking up the military 


any military qbservers feel the re- 
form movement in the Armed 
Forces of the Philippines (AFP) has 
given acting chief of staff Lieut-Gen. 
idel Ramos more power. Since Oc- 
tober 1984 when he temporarily took 
over the top military position from Gen. 
Fabian Ver, who was placed on leave 
when he was charged as an accessory in 
the murder of former senator Benigno 
Aquino, Ramos has tried to carry out 
his own reform programme in the mili- 
tary. But with the prospect of Ver's re- 
turn after an expected acquittal in the 
Aquino murder trial, Ramos has had to 
tread carefully. 

So when Ramos told reform-move- 
ment leaders in April that he was al- 
ready doing something to improve the 
armed forces, he meant it. He had al- 
ready laid down three guiding principles 
for reform: restoring and maintaining 
the people's faith in the AFP; improving 
morale and discipline, and increasing 
the military's effectiveness. 

In subsequent guidelines issued to 
the four branches of the AFP, Ramos 
stressed the improvement of logisti- 
cal support for troops battling com- 
munist New People's Army (NPA) in- 
surgents as a priority, including better 
equipment and more efficient supply 
lines. 

But as one general pointed out to the 
REVIEW this requires more resources, 
and there has been general despon- 
dency at the top over the US House of 
Representatives’ recent move to cut 


DIPLOMACY 


military aid to the Philippines in the 
coming year from a proposed US$100 
million to only US$25 million. 

One major gripe of the reformists is 
the bad image given to the AFP by *un- 
desirable" officers and men who carry 
out abuses among the civilian popula- 
tion, misuse equipment for their own 
personal needs, use their positions for 
financial gain and take part in criminal 
activities. 





Ramos and Ver: treading softly. 


Khmer double talk 


The Pol Pot faction clears away one obstacle 


By Richard Nations 


he Khmer Rouge declaration that it 

will accept the “Heng Samrin 
group” as a legitimate partner in a fu- 
ture Cambodian government clears 
away a major obstacle — if only one of 
several — to an eventual Cambodia set- 
tlement, bringing the most powerful 
force in the At Viainamese resistance 
into line with the Asean appeal for “pro- 
ximity talks" with Hanoi. 

bara read the 14 July broadcast 
over Voice of Democratic Kampuchea 
as a major policy statement designed to 
counter Hanoi's attempts to isolate Pol 
Bot by appealing for national unity 
among all Cambodians, including those 
who "have served the Vietnamese ag- 
gressors" -* meaning the Heng Samrin 
regime and its supporters. 


12 


The long-standing Khmer Rouge 
commitments to a "liberal capitalist" 
economy and "parliamentary regime in 

olitics" are viewed with scepticism. 
But an oblique pledge to give up power 
if th€y lost free elections to be held after 
the Vietnamese withdrawal, is regarded 
as a new step to buttress Pol Pot's cre- 
dentials as a reliably nationalist and 
anti-Vietnamese force. 

Observers say that the Khmer Rouge 
appeal is unlikely to have any immediate 
effect on the Cambodia deadlock since 
Hanoi has already heaped ridicule on 
Asean's proximity-talks proposal while 
pressing its “non-negotiable” demand 
for the exile of the Khmer Rouge 
leadership. 

But both Malaysian and Thai leaders 
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According to the AFP’s Civil Rela- 
tions Service, since Ramos set up a spe- 
cial action committee at general head- 
quarters late last year, chaired by de- 
YR chief of staff Commodore Serapio 

artillano, 92 officers and enlisted men 
had received disciplinary action up to 
May for a range of abuses. 


Fe Philippine Constabulary office 
ers have been relieved of their com- 
mands, five officers and 15 enlisted men 
have been court martialled and others 
have been put under technical arrest or 
confined to their quarters for up to 60 
days, forfeiting their pay. 

Another complaint of the reformists 


ie 





have welcomed the Khmer Rouge state- 
ment — which followed nation-wide 
meetings of Pol Pot's party on 5-6 J ~ 
— as enhancing the prospects for ta 
on Cambodia. Only recently the Khmer 
Rouge rejected proximity talks for fear 
that they would increase their isolation 
while indirectly recognising the “Viet- 
namese puppet government" in Phnom 
Penh. 

But diplomats say the appeal to 
Heng Samrin is all the more significant 
since it acknowledges the leader of the 
breakaway faction of Khmer Rouge 
communists, long presumed to be 
anathema to Pol Pot as the “traitor” 
who went over to Hanoi as a front for 
the 1978-79 invasion of Cambodia. 


T brings the Khmer Rouge in line 
with coalition president Prince Noro- 
dom Sihanouk's calls for “national re- 
conciliation" talks with Heng Samrin, 
taking a step closer to an agreed agend 
for negotiations with Hanoi, and stren 
thening coalition unity badly er d 
by recent battlefield setbacks. 

On 16 July the US State Depart- 
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concerns the controversial issue of over- 
Staying generals. In mid-1984, there 
were 99 generals in the AFP, about 50 of 
whom had had their terms extended 
past normal retirement age — includ- 
ing chiefs of all four branches of the 
AFP. 

Since then, the number of extendees 
has been reduced to 29, of whom as 
Many as 20-25 are expected to be retir- 
ed by October. Meanwhile, 28 new gen- 
erals were promoted at the end of June 
and the beginning of July. 

Another issue which appears now 
to be taken seriously is proper educa- 
tion for the rank and file: teaching 


troops just exactly what they are fight- 


ing for and cutting through the very ef- 
fective NPA propaganda which has 
created the impression that the com- 
munist. insurgents have right on their 
side and are superior to government 
troops. 

Ramos and Defence Minister Juan 

nce Enrile are also making trips, 

a systematic basis, to the provinces 
to meet members of the civilian peace 
and order councils. During these meet- 
ings, they identify the various roles 
which each sector of society can play in 
the battle against the communists and 
to impress on the people that the 
NPA is not the fearful, pewerful ogre 
which its propaganda would have peo- 
ple believe. 

Whatever the altruistic intentions of 
Ramos and Enrile, however, it is known 
that Ver and even President Ferdinand 
Marcos are concerned that the two may 
be using the visits as a vehicle for a more 
serious nationwide political campaign 
to win popular support for themselves at 
the expense of the powers-that-be in 
Manila. — Rodney Tasker 


ment said that US policy towards the 
Khmer Rouge would remain unchanged 
' dite its new signs of flexibility. 

US sources concede that Pol Pot's 
Overture to Heng Samrin “knocks the 
props from under [Secretary of State 
George Shultz'] objections to the pro- 
ximity talks. as according a degree 
of recognition to the Heng Samrin re- 
gime." 

Diplomats also suspect China's hand 
behind the Khmer Rouge gesture. And 
though the Khmer Rouge statement 
may be timed to influence the UN vote 
on Cambodia this autumn, sources do 
not rule out the possibility that Peking 
intends to signal to the Vietnamese a 
greater flexibility over Cambodia, with- 
out, however, announcing any conces- 
sions on its demand for a total with- 
drawal.of Vietnamese troops. "Peking 
seems to have combined strong material 
support for the Cambodian resistance to 

eassure the Thais," a diplomat com- 
ented, "with a softer public line on 
ambodia to probe [the new. Soviet 


eadership of Mikhail] Gorbachov's po- 
O 


sitign,” 
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VIETNAM PE ? 


Bounce back to favour © 
Nguyen Van Linh is reappointed to the politburo* 


By Paul Quinn-Judge in Bangkok | 

en Van Linh, one of Vietnam Communist Party (VCP) Secretary- 
N Le Duan's closest associates, has bounced back into the politburo 
after a three-year absence — an incident which underlines Le Duan’s pre- 
eminence in the VCP. x) 

The reappointment had been the subject of rumours nce A 
namese leadership, however, prefers not to announce ich cha 
and the first con tion of intment came in a 7 July 
VCP daily Nhan Dan which ref to “Nguyen Van Linh, | 
and Ho Chi Minh [City] party secretary." Wen] PS ae MISUN 2" 

Linh's appointment does not seem to have been made at any other polit- — 












buro member's expense. Instead, it has increased the 15-man body it 
has the effect, however, of the prese | 
economic policies. Linh 
the time of experimentation 
clude the elimination of bureaucratic mee 
agement of financial autonomy for state enterpri: l institutions. 

Born in Hanoi in 1915, sentenced to life imprisonment in 1930 and released 
in 1936, Linh has spent most of his career in the South. In 1939 
he was assigned to Saigon, now called Ho Chi City, where he worked 
with Le Duan. In 1941 he was arrested and sent for a sec- 
ond term to the island camp of Con Dao, where 
Le Duan was also im . The two men worked to- 


gether closely throughout the 1950s. When Le Duan 
made a clandestine stay in Saigon in 1956 Linh, already — 
living underground in the city, was his main contact. 
And when Le Duan returned to the North in 1957, Linh - 
took over as secretary of the party's office for South 
Vietnam. 
After 1964, when the war in the South intensified, | - 

Linh was replaced Perd EM Menor ix 
cials, pe eee ce of the time in the So a i 
war's end in , he was party secretary 
Ho Chi Minh City and the fo 





Linh, however, failed to | 
time, though this may have been partly due to ill- z | 
ealth. His junior counterpart in Ho Chi Minh City, Vo Van Kiet, chairman of - 


the city's e's See, quickly oatutiippst M cR CE 
sas ae in I , and Linh moved over to the Trade Union Confederation. 
But Linh and Kiet apparently saw eye to eye on the economic reforms 


which Kiet is believed to have i Yep When Kiet was called to Hanoi to 
become chief planner in 1981, returned to Ho Chi Minh City. He was, 












one party source in the city said, “the only Kiet” in 
the view of the city’s rather ed party organisation. — 

aan van dropped from the posdiniro in 1E ON ee for 
gentle obscurity. He was, 


however, unusually prominent at this year's celebr: 
tions to mark the 10th anniversary of the communist victory over the US-sup- 
ed government in Saigon. Æt the time, this seemed to be a valedictory but 
ee ee a M ine MO PE 
Other changes in the Ho Minh leadership can only be 


man bv his i erc Phan Van on 27 June. elected to alternate 
of the VCP central committee in 1982, may have been promoted 


p of the committee. 

Mai Chi Tho's fate in unknown. He too was prominent during the 10th an- 
niversary celebrations — a fact that does not seem to indicate disgrace. He . 
spent much oti year in the Soviet ion. AAS a rtm Len ng 
usually reliable government sources as anew — 
as head of the soon-to-be-created ministry of public security. " 
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>i By Suhaini Aznam in Kuala Lumpur 


A | n the past few weeks, the Malaysian 
= WM Indian Congress (MIC) — Malaysia's 
. enly Indian-based political party and a 
component member of the ruling Na- 
tional Front — has turned the spotlight 
on alleged hiring discrimination against 
| Malaysian Indians in government ser- 
| vice. But Indians attending the 20-21 
| July MIC annual party congress, who 
| hoped for some assurance that the prob- 

lem would be resolved, were disap- 
pointed. 

Guest speaker Prime Minister Datuk 
Seri Mahathir Mohamad dashed their 
hopes when he told the congress: “AIl I 
have to say is yes and everything would 
happen. And I am saying yes. Unfortu- 
nately, I can say yes, but nothing will 
happen." Because of Mahathir's un- 
characteristically confusing remark, it 
took the delegates several moments be- 
fore his message began to hit home and, 
even then, the MIC leadership tried to 
interpret it in the best light possible. 

ahathir had earlier been dis- 
leased when MIC president Datuk S. 
my Vellu had aired his grievances on 
the alleged discrimination at a Federal 
Territory conference on 17 June when, 
as a full government minister, he had 
more private avenues of seeking the 
prime minister's attention. But if the 
ime minister wanted to show that voic- 
ing racial gomplaints in public would 
only hinder their cause, that message es- 
. caped the assembly. 
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Malaysian | Mane: Santy Vou: boking sseuranices. 


fined to the MIC. Although not a 


| Pm saying yes, no 


H Mahathir fails to ease Indians’ fears of discrimination 


Nevertheless, MIC leaders said they 
were not discouraged by Mahathir's 
words. Samy Vellu says he remains op- 
timistic. “He [Mahathir] has taken stock 
of our problems. I know he likes to work 
quietly. I will now present the case in a 
more acceptable forum,” he said, refer- 
ring to cabinet channels. 

Although delegates were disap- 
pointed that Mahathir had not address- 
ed the detailed points Samy Vellu had 
raised, the party congress this year was 
remarkable for the good humour that 

revailed. Unlike previous years when 
infighting for party posts had included 
throwing chairs across the convention 
floor, this congress concentrated its 
energies on Indian education, employ- 
ment and investment — and requests 
for increased representation in the next 
election. 
A. the congress, Mahathir tried to 
warn the Indian community against 
making unreasonable demands. But 
that message too seems to have been 
lost on the delegates. Mahathir had 
inted out that in no constituency did 
ndians form a majority — a remark 
which stung some Indians. Mahathir 
also belittled the importance of Indian 
votes to the overall National Front vic- 
tory, said some delegates. 
olitical representation by race for 
Malaysia’s Indians, which make up 
about 8.5% of the population, is con- 





majority in any one constituency, In- 
dian voters can form a decisive voting 
block in up to 30% of the parliamentary 
constituencies, said MIC deputy presi- 
dent Datuk S. Subramaniam. Election 
workers of the United Malays National 
Organisation (Umno), the leading party 
in the National Front, recognise Malay- 
sian Indians as loyal National Front vote 
ers. 

On a more personal level, Indian po- 
litical observers note that Samy Vellu 
now faces a self-made predicament. 
Within the party, he wants to be seen 
championing Indian interests before a 
younger leader upstages him, observers 
said, who recall the embarrassing 
heights reached in 1981 when the so- 
called Samy-Subra (Subramaniam) 
rivalry came to the fore during MIC fac- 
tional fighting. ; 


X | 


he fear of possible new rivals, the'ob- - 


servers said, prompted Samy Vell 
emotional declaration at the party ct 
gress that “I'm not afraid to step down, 
but nobody can shut my mouth even if I 
do step down," in response to a: few 
Umno Youth divisions which had de- 
manded a public apology from Samy 
Vellu for speaking out on 14 June 
against alleged unfair treatment of In- 
dians in the predominantly Malay state 
of Kelantan and his allegations about 
discrimination against Indians in gov- 
ernment service. One Umno youth 
leader, Tamrin Ghaffar, has suggested 
Samy Vellu resign as minister given 
that he seemed unable to differen- 
tiate between his party and ministerial 
roles. 

Yet despite his occasional outbursts, 
Samy Vellu is criticised by some Malay- 
sian Indians for not standing up enough 
to Mahathir: on a few occasions he has 
referred affectionately to Umno as “big 
brother.” And when Mahathir asked 
him how he felt about his (Mahathi  ~ 
speech at the MIC annual assemt 
Samy Vellu assured the prime minister 
that “we are not disappointed. We have 
full confidence in your leadership and 
are sure that you will understand our di- 
lemma." Samy Vellu has to tread care- 
fully with Mahathir on whom he de- 
pends for his political life as minister of 
works. 

Even some non-MIC politicians saw 
Samy Vellu as backpedalling after re- 
ceiving the sharp criticism offered up by 
Umno. By speaking out publicly on 17 
June about alleged discrimination in 

overnment service and then saying on 

8 June that the matter has been pub- 
licly dropped, Samy Vellu had done 
more harm than good to his cause, said a 
National Front MP. 

His present position was summed up 
by another politician quoting a Mala 
saying: Kalau berani jolok sarang t 
buan, mestilah berani rasa sengatnya ( 
you dare disturb the hornet's nest, so 
must you brave its sting). ‘o 


» aA 
=. 4a Le o cee woe - meos sess siis Re me 


MG:Bank für Gemeinwirtschaft, Aktiengesellschaft, Postfach 11022 
MG:Cayman Islands, c/o BfG:New York - BfG 
iu Fossé, B.P. 1123, Luxembourg - BfG 


Your partner in West Germany for all 
banking business. 


Doing business with, or within, the Federal 
Republic of Germany? 

As a BfG:customer, you get personal, sound 
advice carefully tailored to your individual needs — 
the only kind of financial advice worth having. 

For that reason, we have granted our individual 
offices a high degree of independence to enable 
them to give our customers quick, on-the-spot deci- 
sions even in important matters. 

Our technology is state-of-the-art and includes 
the latest generation of computers and terminals. 
We are constantly expanding our range of customer 
services through videotex, cash management 
systems are being introduced, personal computers 
are already in use for many of our services: and our 
network of automatic cash dispensers is growing. 

Customers outside the Federal Republic, too, can 
look to BfG for advice. We have branches. subsid- 











Fiscal 1984 * | 
Total Assets DM 602.7 billion 
Customers' Deposits DM 28.6 billion 
Loans to Customers DM 34.9 billion | 
Capital and Reserves DM 2.0 billion | 


Consolidated Balance Sheet Figures BIG Group 


laries or associated companies in Amsterdam. 
Basle, Hong Kong, London. Luxembourg, New York. 
São Paulo and Tel Aviv. And we work with over 
3000 correspondent banks throughout the world 
Make BfG your banking partner, whether 

inside or outside Germany: you'll find the flexibility 
and efficierfty you need, right across our range of 
services. 


BfG:Bank für Gemeinwirtschaft 


FAR EASTERN ECONOMIC REVIEW e 1 AUGUST 1985 


Hong Kong, 13/F Fairmont House, 8 Cotton Tree Drive, Central, Hong Kong 


2, Theaterplatz 2, 6000 Frankfurt am Main 1 - BÍG:New York. 400 Park Avenue, N.Y. 10022 
‘London, 83, Cannon Street, Bucklersbury House, London EC4N 8HE - BfG 1 uxembourg Société Anonyme. 17, rue 
BfG:Finance Asia Ltd.,c/o BIG Hong Kong 
3 
€ 
"€ 









ETC.JANET ROBERTSON 


Kukrit: behind the bill. 
THAILAND 


MORE EQUAL 
VOTE MOVE 


Thai coalition pushes through 
electoral-system reform 


By John McBeth in Bangkok 

hai Government coalition parties 

have won the day in a controversial 
petal move to change Thai- 
and's election code from a province- 
wide party slate system to smaller con- 
stituencies and individual candidacy. 

The combined vote of the four-party 
ruling coalition overcame resistance to 
the change from a military bloc in the 
appointed senate and the lower house's 
opposition Chart Thai Party by 298 
votes to 17, with 27 abstentions. Despite 
the winning margin, it was a close call 
for the coalition because a minimum of 
284 votes, or half of both houses, was 
needed for the constitution to be 
amended. 

The bill, proposed by former prime 
minister Kukrit Pramoj’s Social Action 
Party, overturns an experimental sys- 
tem which automatically came into ef- 
fect when provisional clauses were 
dropped from the constitution in early 
1983 — four years after promulgation of 
the charter. 

The amendment means a return to 
the old system of multiple constituen- 
cies in which candidates will run as indi- 
viduals, rather than in party groupings. 
This system benefits smaller, less 
affluent parties and parliamentary 
hopefuls who have local appeal among 
constituents but who may not have been 
successful when grouped with others in 
a party slate. 

While serving military officers in 
the senate opposed the bill, civilian sen- 
ators and retired military men voted for 
it. Among those who voted against the 
bill was powerful First Army Region 
commander Lieut-Gen. Pichit Kul- 
lavanich, while army commander, and 
concurrently supreme commander, 
Gen. Arthat Kamlang-ek, was absent 
from the 22 July parliamentary vote. E 
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More US participation in Thai exercise revealed 


3 e US participation in the recently concluded Cobra Gold 1985 
military exercise with Thai forces was considerably larger than the two 
countries at first revealed. Apart from amphibious forces and land-based F15 
rs details are now filtering out on a direct airlift from Hawaii and 
Okinawa of a US infantry battalion and six Green Beret Special Forces teams * 
— the largest US Army presence in Thailand for years. 

The infantrymen arrived unannounced aboard C5 Galaxy and C141 
Starlifter transport aircraft at B ok’s Don Muang airbase and also 
at the southern airport of Haad Yai, and spent about a month exercising 
with Thai forces in Songkhla province before the climax of the annual war 

pu — an amphibious beach assault by 2,000 Thai and US marines on 

July. | 

The army battalion, part of the Hawaii-based 19th Regiment of the 25th In- 
fantry Division, brought its own helicopters and equipment for the man- 
oeuvres which were not connected in any direct tactical sense with the 
maritime phase of Cobra Gold. US and Thai b officers made no men- 
tion of the presence of the troops during the exercise, and a US official told the 
REVIEW: “It was not a secret, but we just didn't publicise it.” 

The 130 Green Berets and an equal number of Thai Special Forces troo | 
are known to have taken part in several parachute jumps, including a ae 
drop over Songkhla, an area which is still thought to contain some rag-tag e... 
ments of the now largely demolished Communist Party of Thailand. The 
Americans, who split their exercise time between Songkhla and northern 
Chiang Mai province, were drawn from units in Okinawa and at Fort Lewis, 
Washington, Utah and New Hampshire. 

During the 1960s and up until their departure in 1971, Green Beret instruc- 
tors trained Thai and Lao soldiers at the Lopburi S Warfare Centre, 
north of Bangkok. Although regular US Army troops have never been perma- 
nently stationed in Thailand, except for Green Berets, elements of the 25th 
Division were deployed to the Central Plains town of Nakhon Ratchasima 
during the so-called Nam Tha crisis in neighbouring Laos in 1962; the 25th Di- 
vision troops and about 1,000 marines ordered further north into Udon Thani 
province comprised probably the largest US ground combat force to have en- 
tered Thailand. 

The six Fi5s fighters which took part in the exercise were not, as the 
REVIEW vows s pete the first land-based American combat aircraft to 
operate from i since 1975, Last year a small number of F4 Phan- 
tom jets were flown from the Philippines to the former US airbase of Takhli to 
give Thai fighter pilots experience in dps be mar a larger and more powerful 
adversary. But it is understood that the Thais and the US Air Force had been 
pushing for some time to involve frontline land-based aircraft such as the F16s 
in Cobra Gold. Well-placed sources say the US Government baulked at the 
idea up until now because it was worried about “sending the wrong signal" to 
Hanoi. — John McBe 
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or some young 
that course does not always 
a job. Austr lia's Sydney. 
Mission, in a partnerst ip with IB 
is pointing jobless young people i in 
a direction they have never known: 
to the world of working people. 
in offices | 
BM is donating both 
equipe a and igi: support 


“heading in i the direction of a ap 
promising future. | 
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j. $ WHEN our Kuala Lumpur bureau 
| chief James Clad visited Iran recently 
| (COVER STORY, REVIEW, 4 July), he 
j| found that the capital city of Teheran, 
after almost five years of war with Iraq, 
reminds him vividly of the London de- 
escribed in George Orwell's 7984. 
Everywhere, from every building, torn 
revolutionary posters flap in the hot 
breeze, alternately covering and reveal- 
ing the stern, beetle-browed and 
4. bearded face of the "Imam" — A yatol- 
|. lah Khomeini. Faded bits of graffiti, 
patriotic and religious slogans deface 
the walls of almost every house in an in- 
ji creasingly seedy, dog-eared city. The 
| traffic consists of aging, mainly pre-1979 
| 












Japanese cars, battered, rusting and 
belching smoke. Most goods are scarce 
| and in every street the blare of govern- 
|. ment radio broadcasts assault the ear. 


CAU: 


















id the quiet of the night is shattered 
the "occasional crash of a rocket- 


of humour and, amazinglv, the British 


| sciousness. One government official, 
ji tongue in cheek, told Clad that the 


the British prime minister. Why? Re- 
cent remarks by the Imam had startled 
some. listeners, he said. The Imam’s 
pronunciation. of the name of Mar- 
garet Thatcher comes out sounding like 
“my great teacher." This was sure 
proof, the official concluded dryly, of 
continuing British influence behind the 
«9 IN fact, there is a touching faith in 
. British cleverness — or perfidiousness, 
.. as the French would say — at all levels 
. oflranian society, part of that.country's 
_ abiding belief in the conspiratorial view 
- of history. How else to explain the war, 
















_ the Soviet Union, depending on the 
. political persuasion of the speaker — 
is behind it all, they mutter. So is Bri- 
tain, 
Britain? Certainly — if vou believe an 
old bazaari (merchant) bookseller. "I 
hate the British,” he said, “but I admire 
them. When they want something, they 
reach out and take it!" The British? 
"Yes. USA very much money — but not 
so clever. Soviet?" He laughed. “Very 
" powerful, but veeeery stupid! British?” 
.-His eyes narrowed. “Not so powerful 
©. u but veeery clever!" The British?? 


| “Yes. They have plan for Iran for 100 
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But Iranians haven't lost their sense 


i still figure highly in the Iranian. con- 


| Imam actually has a sneakeng regard for | | JAE 


sagging petroleum market, the con- | 
rength of Israel, Iraq and a | 
nemies? The US — or. 
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fined to bankrolling the coup; the Ñ 
tish Secret Service provided the mast 
minds. 4 


| coholic drinks, a misprint on a notice 
board in Islamabad, photographed by 
Kyra Nunez, is particularly unfortu- 
nate: 








C REPUBIC OF 





e EARLIER this year, when Ethiopian 
i 


I 


tribesmen who had been early converts 
to Judaism were being flown out of 
Ethiopia to refuge in Israel, the Hong- 
kong néwspaper Hongkong Standard 
ran a story on the exodus under an 
uninstructive headline to which few 
could take exception: 
















_@ IN Zimbabwe, the future looks dis- 
| tinctly gloomier both for Joshua Nkomo's 
| Ndebele followers and the whites in the 
| wake of the election victory of Prime 
| Minister Robert Mugabe and his prom- 
| ise to institute a one-party (meaning his 
| Shona fellow tribesman) state. A few 
months ago, when the Zimbabwe Sun- 
day Mail published a special supple- 

‘ment on the tourist attraction of the Vic- 
toria Falls, the prospects seemed better 


of Singapore, indicates that the country 
was even experiencing divine visita- 
tions: 

Few TTS BILD 

With the birth of Zim- 
babwe: the future looks 


bright. Ninety percent of 
the visitors are from 


every continent in the 
| world. 
i s 


® OVER in Dubai, Chris Palmer, a vis- 
itor from Singapore, photographed a 
bluntly worded sign outside a mosque: 



















Í While a Dubai resident, M. Coulter, 
ds this classified ad from the Khaleej 















and the clipping, culled by John Simon 































€ IN view of Teheran's attitude to alg 


milking the AIDS scare fc 
pseudosensation they can sque: 
ot it. Well, it has achieved epider 
portions in the US and parts af 
but in Asia newspapers 
or two deaths sound like 
some time ago. ment 
containing useful od 
plaster, a couple of asp 
supplied by the helpful mai 
the Holiday Inn hotels in & 
Islamabad, the only troub 
the envelope containing 

read: | 















I neglected to remark that 
of the envelopes read: 


Bee MIR GE CE QE neo e, SPP tua 


€ ON the other hand, 

academic Elfed Roberts recent 
chased a tube of toothpaste in € 
which, apart from wiping out ! 
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run a 
e A CHINA Telephone Directory Y 
been brought out jointly by the mews 
paper Ta Kung Pao and the Ministre of 
Post and Telecommunication, fol 
Pemberthy sends me the contents | 
of this ambitious and most useful we 
which lists the numbers for a wide 
of organisations, province bv pro 
except for one: 
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:mily Lau in Hongkong 

ngkong officially entered the tran- 
sition to Chinese sovereignty in 
997 when Britain and China exchanged 
nstruments of ratification of the Sino- 
British joint declaration on the future of 
Jongkong on 27 May this year. During 
e next 12 years, Chinese influence in 
Hongkong will inevitably grow, as the 
eople's Republic of China (PRC) pre- 
es to take back sovereignty over the 
ory — though it has promised that 
kong, as a special administra- 
region (SAR) of China, will run its 
n system. 

order to achieve a smooth. transit- 





! cooperation among Britain, 
à and Hongkong. Two Sino-British 
atic groups — the Joint Liai- 
yup for consultations on the im- 
ntation of the joint declaration 
ne Land Commission to monitor 
ale of land in the territory — have 
heir first meetings. China has also 
inted the SAR Basic Law Drafting 
nmittee (BLDC), which will be re- 
ible for writing the SAR's mini- 
titution. The committee held its 
'eting from 1-5 July. 
ring the transition period, there ts 
lity that any or all of these 
may turn into new centres of 
r, directly undermining the au- 
ity of the Hongkong Government. 
that could only occur with the 
"s approval. There are no signs that 
a wants the Hongkong administra- 
to become a "lame duck," for that 
seriously affect the territory's pros- 
ty and stability — the raison d'etre 
Hongkong, as far as China is con- 
ned. This explains why so many 
ingkong capitalists have been ap- 
ointed to the BLDC. 
In the next 12 years, a lot of changes 
have to be implemented, including poli- 
tical reforms to the present colonial ap- 
pointment system. In all this, the 
“hinese feel uninformed and defensive. 
eneath their euphoria lies a lingering 
that the great Hongkong experi- 
snt may turn into an expensive liabil- 





-. The British and their supporters may 
enerate a great boom followed by a 

ist when they leave. The Chinese are 
also worried that constitutional changes 



















there are many areas which re- 
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to exert some influence in the territory, 
which indeed they are doing in thè poli- 
tical, economic and cultural areas. The 
situation is also giving rise to a new 
breed of political stars. ee 

No serious discussion of Chinese po- 
litical influence in Hongkong can ignore 
the role of the Chinese Communist 
Party (CCP). The paucity of informa- 
tion about the CCP in Hongkong is due 
to the extremely sensitive nature of the 
subject and, because of that, the news 
media have been reluctant to investi- 
gate the subject. Some publishers and 
editors regard it as political dynamite 
and refuse to touch it at all. Some of 
them see the subject as potentially de- 


stabilising for Hongkong and likely to 


incur Peking's ire. 


fem” 


Although both the Hongkong and 
Chinese governments are loath to admit 
it, the CCP has existed in Hongkong 
since the founding of the PRC in 1949 if 
not earlier. In the 1950s, then Chinese 
premier Zhou Enlai indicated to the 
British Government that the PRC ac- 


cepted the British presence m Hong- 
kong and would not try to undermine it. 
This was interpreted as an undertaking | 


that the CCP would not seek power in 
Hongkong. | E 
.. Officially the CCP here is called the 
Hongkong Macau Work Committee 
(HMWC) — i& iR TL fh ZH 


The HMWC has always been headed by | 


the director of the Xinhua newsagency, 
Hongkong branch, which is Peking's of- 
ficial representative here. The present 
head of Xinhua is Xu Jiatun, a member 
of the CCP Central Committee and the 
highest-ranking cadre ever sent to 
Hongkong. 


he HMWC has always been directly 

responsible to the central govern- 
ment, except for a brief period during 
the Cultural Revolution when authority 
broke down in Peking and control was 
transferred to the Guangdong CCP. 
Aftet the Cultural Revolution, control 
was inmmediately restored to the Hong- 


kong and Macau Affairs Office under | 


the State Council in Peking. | 
The HMWC has a distinct and well- 
defined hierarchy and has the status of a 


provincial CCP. It is headed by a secret- | 


ary, with a number of deputy secretaries 
and other committee members, To- 


gether they form a standing committee | 


which is in charge of party discipline, 


United Front work, recruitment, party . 
organisation and other party matters.. 


















Some of thes 
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military intelligence both in Hongkong 
and worldwide, and negotiating arms 
deals between the PRC and other coun- 
tries. It is unclear whether the military 
intelligence unit is under the HMWC or 
reports directly to the People's Libera- 
tion Army in Peking. 

Another major function of the CCP 
in Hongkong is counter-intelligence, 
the gathering of information on. pro- 
Taiwan factions, Trotskyite and other 
local political groups, as well as | 
monitoring. activities. of foreign intelli- | 
gence. personnel, Again it is uncleom 
whether this unit reports to the HMM 
or directly to the Ministry of State Secu- 
rity in Peking. te suce 

Members of the HMWC consist of 
key Xinhua officials, representatives of 
major PRC-based commercial organi- 
sations, trade unions and other left- 
wing bodiese These include long-estab- 


lished commercial organisations such 


asc 

» China Resources, which comes di- 
rectly under the Ministry of Foreign 
Economic Relations and Trade and is 
headed by general manager Zhang 
Jianhua. l 
» The. Bank of China Hongkong 
Branch, headed by chief executive Jiang 
Wengutl st i Ee 
» China Merchants Steam Navigation 


chairman Yuan Geng... —— |. r 
These, chief executives represent > 
their organisations on the HMW ~ 
These organisations all have a long h 
tory of operation here and have a direct 
line to their bosses in Peking. As a re- ` 
sult, they can act with a measure of au- ~ 
tonomy on their own economic affairs. — 
But on other matters, they have to fol- 
low the HMWC’steadership. | 
Informed sources estimate there are 
between 2,000-and 3,000 CCP members 
in Hongkong. Government figures 
show there are around 2,000. Chinese 
officials working here. It is expected 
that most of them would be CCP mem- 
bers. E 
. Although top ranking cadres, includ- 
ing party General Secretary. Hu Yao- 
bang, have always maintained that the 
CCP is constantly and actively recri 
ing members worldwide, Hongkong ap- 
pears to be an exception. This is mainly 
due to many Hongkong people's objec- 
tion to communism; Consequently an; 
overt CCP. recruitment campaign wou 
nave: ndous repercu 






































s tl 1e sensitivity which 

has made the C 

many CCP members have to work 

under cover in PRC-based organisa- 
tions and in local firms. In the next 12 
years, the CCP may well step up its ac- 
*tivities here, but there is an understand- 


ing it will not interfere with the local | 


administration. However, its presence 
is nécessáry, now as well às in the past, 
in order to exert control over PRC- 
based organisations. 

Itis unlikely that the CCP will extend 
its activities openly and actively to séek- 
ing adherence from local people. But in 
order to keep themselves inforined of 
what is going on, the CCP has also sent 
cadres here to discreetly integrate into 


the community and to establish them- - 


selves as Hongkong people. They are 


| not, "attached ‘to PRC-based organi- - 


itions, and may even act an informers 
ME Peking, according to well-placed 
sources. 


T role of the CCP in Hongkong, said 
a Hongkong Government source, 
has to be seen in the light of the terri- 
tory's political reality. Hongkong S exist- 


acquiescence, - 

So far, Hongkong has not had to pay 
a high price for its vulnerable position 
vis-a-vis China, and there is no reason to 
assume that China will behave diffe- 
rently in future as so much is at stake. 
To keep the government informed, the 
Special Branch of the Royal Hongkong 
Police Force has always kept a close 
watch over the activities of the CCP, as 
well as those of Kuomintang and other 
foreign agents. 

The CCP also exerts control over the 
powerful 
Federation of Trade Unions, through 
ng Kwong, the head of the Federa- 
. /ho is also a member of the 
HMWC and a delegate to the National 
People's Congress, NPC). It is mainly 
through the unions’ and other networks 
of connections that the Chinese man- 
aged to mobilise their support so swiftly 
and efficiently during riots in 1956 and 
1967. 

In an effort to meet the challenges of 
the Hongkong Government's district 
administration reforms, the Chinese 
have begun to re-organise their re- 
sources and manpower on a more re- 
gional basis. Xinhua will soon open 
three branch offices in the territory to 
stren then links with the people. 

“An initial attempt has also been 
made to organise isolated pockets of 
pro-communist elements in the New 
Territories. NPC delegate Li Lian- 
Sheng, Durum of the Graziers 





















sisting of 50, 000 pole 
] 


been the umbrella organisation for all 


? a taboo subject, and. | communist bodies. Recently the news | 


ing — 
| quarters, an unmistakable message that 
Xinhua intends to concentrate on its 


ence has always depended on China’ s 


170,000-strong Hongkong 






sely organised, the 


newsagency has always 


section of Xinhua nominally 
Xinhua's main function is news gather- 
was moved out of Xinhua head- 


work of being Peking's representative in 


Hongkong. 


To further strengthen itself for the 
future, Xinhua has restructured and 
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BEVIEWDIAGPAM iy Morgan Chua 
streamlined its internal divisions, which 
are organised along the lines of the gov- 


ernment's key departments. Xinhua has 


also appointed younger people to. key 
POSU including some local Hong- 


kong people. The most prominent is 


Chung Shui-ming, a former Hongkong 


-University graduate and chartered ac- 
countant. 
nated to the Siño-Britis 
SOR 


Chung was recently nomi- 


and Cor i mis- 
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PRC in 1949, X nhua has alw 
as the PRC's official represen 
Hongkong. This was becau seti 
Government hac : 
king to set up an à 
office in the tes 
create an altern tiv 
At the same time, China had r 
open a consulate here, duse 
would amount to ac knowledging H 
kong as British territory, v 
Interference from China during 
transition period to 199; g 
gravest concern 
Hongkong. But 
there is anothe 
might be called the 
is manifested in the: 
kong officials to t 
please Peking when the y ar 
cisions. 
Senior government officials sx 
their task to prepare Ho gkot 
reunification with. the m 
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a ee DN qu 
drug addiction and even g 
should be removed before 1997, s 
make Hongkong "ac ceptabl e 
China. This contradicts the 
laration's pledge to allow Hor 
preserve its social, economic a 
systems for 50 years after 1997, 
Xinhua officials here have 
begun to exhibit doubts about thi 
ture, mainly because so many thi 
beyond Peking’ s control. For 
the Chinese are worried about th 
ble effects on the local economy 
highly protectionist Jenkins Bill is: 
ed into law by the US Congress. 
They are also unhappy with t 
parent retreat by British busi 
terests from Ponen “If the B 
who have run this place for over. 
tury, are getting out, how will the 
the international community t 
Hongkong?" asked a senior 
ficial. If there is no successful tr: 
of power to Peking and dre. 
down the drain, the official added. b 
hoped when historians wrote about Hong 
kong in the year 2000 that they woul 
member to be fair to the C dde s 
cause the failure would not be due to Pee 
king's interference. | 
In fact there is little sign of a loss: 
confidence by third parties. Obsery 
point out that heavy US and Japan 
investments already scem to be 
than filling any gaps left bv British v 
drawals. mE 
It is of course too early to write Hoi 
kong's transition. history. Hos 
nearly a year after the euphoric i 
ling of the joint declaration, Hon; 
Peking and Britain are slogvly a 
ing to the mammoth task 
ahead. * 
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‘before Hongkong's future status 
special administrative region of 
a was decided, and while it was still 
minally one of the last British over- 
olonies, Peking had its own repre- 
ntatives in place. 
They are the 50-odd Hongkong del- 
gates to the Chinese National People's 
ngress (NPC) and the Chinese Peo- 
le's Political Consultative Conference 
CPPCC) appointed by the Chinese 
3overnment, and some of the territory's 
ising political stars are among them. 
In almost all respects, the NPC and 
PPCC delegates are China’s equiva- 
ent of Hongkong s unofficial (non-civil 
ervant) members of the Executive and 
gislative councils (Exco and Legco). 
th groups are appointed by the gov- 
nment and are not accountable to the 
>. They seldom challenge the offi- 
e and are regarded as a rubber 
y for government policies. This is 
due to the fear of not being reap- 
ed. They have no mandate from 
'ople and are sometimes labelled 
2D as tokens of consultative 































are 16 Hongkong delegates to 
°C, and they are. nominated by the 
ingdong e Ende tac C on- 





mr Hongkong s major ae 
banking, since and com- 
, education, the trade unions and 








Peking purae 
e most prominent NPC delegate is 
publisher of the staunchly pro-Pe- 









min, who is on the NPC standing 
ommittee. He was recently appointed 
ne of the eight vice-chairmen of the 
longkong Special Administrative Re- 
yn Basic Law Drafting Committee 
BLDC). A Hongkong member describ- 
d Fei’s behaviour at the meeting às ob- 
quious towards the Chinese leaders 
d contemptuous towards some Hong- 
ng members. 
One CPPCC delegate described the 
> delegates as bureaucratic and obe- 
t, and are sometimes seen as China's 
men. Ng Hong-mun,; principal of 
iu Middle School and regarded by 
servers as one of the more thoughtful 
d intellectual NPC. delegates, said the 
'er-stamp image is due to the Chi- 
se tradition of agrecing with what 
ers say. It is a prs pa m. | 
nese political systen 
ort-coming of the N 


























Ta Kung Pao daily newspaper, Fei 















































in a transition from “the rule of man to 


the rule of law." 

Ng accepts that many Hongkong 
people do not look upon the NPC del- 
egates as their political representatives, 
mainly because they have not had a 
chance to show them their manifestos 
and seek their support. During the 
transition period, Ng said, the NPC del- 
egates should be more active in social 
affairs and explain their views to the 
Hongkong people. 

To Peking, the NPC delegates are all 
tried and trusted comrades, but the 
same is not true of the CPPCC del- 
egates, many of whom do not have a 
patriotic background. By its very na- 
ture, the CPPCC is a “patriotic-united 
front organisation” aimed at making 


friends and winning influence to further 


the cause of reunification. With the fu- 
ture of Hongkong and Macau resolved, 








public of China. "or the next five: years, 
it acted as the provisional NPC until the 
latter was formed in 1954. Since then, . 
the CPPCC concentrated on its united- 
front role, and has degenerated into a 
token consultative organ. In a unitede 
front attempt during the Sino-British 
negotiations in 1983, Peking appointed 
27 extra Hongkong and Macau del- 
egates to the original 20. Many of them 
were prominent capitalists, academics 
and professionals. As events later 
proved, they did their best to sell the 
Sino-British joint declaration to people 
in Hongkong. Peking got its money's 
worth out of these people. 


De its status and political image, 
a CPPCC membership is not an 
offer that cannot be refused. There 
were rumours that the chairman of Su 
Hung Kai Co., Fung King-hey, an 
property tycoon Li Ka-shing. were 
among those who said no to Peking. So 
did a pro-Peking lawyer, who reported- 
ly told Chinese officials: “You usually 
ut your enemies on the CPPCC. You | 
now I am not your enemy, so why offer ` 
to put me onsit?" But the inclination to - 
say no may be disappearing fast. With | 
the approach of 1997, more and more 
Hongkong people will probably like to 
have the Chinese seal of approval. 

Among local CPPCC worthies are | 
prominent industrialist Tse-kai Ann, a 
former unofficial of Exco and Legco. | 
Ann, 73, is a member of the CPPCC , 
standing committee. He was recently | 
appointed vice-chairman of the BLDC. - 
During a recent committee meeting, | 
Ann said only people who agreed with | > 
him that manufacturing, exports and - 
tourism are the mainstay of Hongkong's : 
economy would be consulted. 

Another CPPCC member is Ts - 
Sze-man, the publisher of a pro-Pekir 
monthly The Mirror. Tsui said as a con- * 
sultative organ, the CPPCC is more ef- | 
fective than the NPC because it has ` 
more well-known, older and more ex- ` 
perienced members, and most of them : 
are not afraid to speak their mind. “We | 
are not like the unofficial members of | 
Exco and Legco who are the Hongkong | 
Government’s yes-men,” Tsui said. 4 

He said the CPPCC is a tool of the | 
united front — it is used for uniting all 
Chinese people, including those with op- 
posing views, “Some people may say we 
are being used and exploited by the Chi- 
nese Communist Party [CCP]. But some 
of us genuinely speak out for the integesty 
of the people," Tsui said. For example, 
in 1982, he tried in vain.to persuade Pe. 
king. not to include the Four Insistences - 
— Marxism, Leninism and the Thoughts . 
of. Mao. Zedong; dicta orship of theg. 

| | leadership of} 
| in 
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The Triangulum is a northern constellation of ihree stars forming a 


E balanced tristigis. it is a triad that makes for perfection. The absence 


of one will upset the equilibrium of the whole. 
This is Dur ides. of the Success Triangulum: a 3-in-1 integration between 


your company, your key people, and AIM. Your company as the. 
business decision-maker. Your key people as integral parts of the 


company. And AIM, as the source of the management system for the 


P Together. these three: essentials work in perfect harmony . 


for the achievement of SUCCESS. 


And success is within your easy teach through AIM's degree. and | 


non-degree: Program. 


Degree Programs 


MASTER IN BUSINESS. MANAGEMENT (MBM) 


Starts 29 July 1985 


A. two-year program designed to provide junior executives the basic skiis 
and expertise in olessional management, 


MASTER iN ‘MANAGEMENT (MM) 


Siarts Jure 1986 


An intensive, one-year program for senior executives in managerial positions 
cto impart knowledge and Knowhow in the integration of management 
H experiences and ideas. 


: Non-Degree Programs 

BASIC MANAGEMENT PROGRAM 
.32 August to. 6 September 1985 

11 November to 6 December 1985 


A four-week program aimed at developing managerial potentials of first - to 
midde- ovel managers 


19 May to 4t J ily 1986 


& = time, unt week « program bic udi sp o 5 


ment leche oy thal addresses the problems sr opens of P manage 
economic change. c ` 


ADVANCED MARKETING MANAGEMENT PROG RAM 
14 April to 10 May 1986 
Directed mainly towards marketing directors. and. Fr 


development and subsequent refinement of rem 
and perspectivas: 


-TOP MANAGEMENT PROGRAM 


9 June to 5 July 1986. 


Purposely organized for the chiel executive and operations: officers 1o 
provide system and science to corporate structure. and strategy. 


Call us. or better yet, come and visit us. we have Srochures for vou. 
Tels 874011 to 19- E 

i23 Paseo de Roxas; Makati, Metro Mania- m 

MCC P.O. Box 898 PHILIPPINES _ 2 

Telex:63778 AIM PN. Cable: AIMANILA aÑ 


, ASIAN INSTITUTE OF MANAGEMENT 


j Fondi Gordon Jackson, Charman, Australian. industry Developmerl Corporation, Australia œ David K. P. Li, Director & Chief Manager, The Bank of 
Dr. Jagdish Parikh; Managing Director, Lee & Muirhead, ündia Pvt, bidh. dndia . bu: Rachna Saleh, Minister, Ministry of: 


nt, Korea Chamber of Commerce & industry, i | Korea + Dr. t 
ty Corp. Malaysia € Geh Ik Cheong, Charman, Malays 
no Hs. President, $54 figue: Copado PHBopir 













with China. dnd has donated 
f dollars to development pro- 
the maifiland. Fok is also a 




































































h powerful ieitwing Chine General 

amber of Commerce. 
Other businessmen CPPCC del- 
-egates are the managing director of 

lopewell Holdings, Gordon Wu; chair- 
man of Asia Television, Deacon Chiu, 
and prominent building contractor and 
public figure Ho Sai-chu. Like some 
CPPCC delegates, Ho is a self-con- 
fessed capitalist. “All CPPCC delegates 
must be patriotic and understand 
hina, but we do not have to agree with 
cialism and communism,” said Ho. 
At the height of the Sino- British negoti- 
ations on the future of Hongkong, Ho 
urged Hongkong people not to leave the 
territory but suggested instead that 
those worried about the future should 
' to obtain foreign passports in case 
ngswent wrong. | 








è heir pui statements tend to, 
| the criticism that they are 
'gaphones for Peking or simply 
ing individuals. During the 
«th session of the NPC and the CPPCC 
“ld in March-April this year, there - 
ere more dissenting views expressed | 
' the Hongkong delegates, particu- 
y about the controversial special 
mic zone currency. However, 
ne Hongkong CPPCC delegates 
ke mainly on business areas in which 
ere directly affected. 

Lo Kwee-seong, chairman of Hong- 

g Soya Bean Products Co. , criticised 
equacy of the: Chinese patent 
which directly affected the selling 
s Vitasoy softdrinks in China. 
ier CPPCC delegates involved in 
ina trade voiced concern about the 
ood of “parallel goods" — a term used 

describe products traded outside the 
long-established Chinese trading sys- 
tem — into Hongkong and Macau, 
hich seriously undermined their profit 
argins. Nobody attempted to reflect 
the déep-seated fears and anxieties of 
Hongkong people about the future of 
the territory, nor did they comment on 
the difficult but pressing changes which 
have to be implemented to ensure a 
smooth transfer of power... 

-.. During the transition. ‘period, some 

NPC and CPPCC delegates will no 
doubt adopt a higher profile and may 
-even try to represent Hongkong people. 





| Some in Hongkong may want to be- | 


- friend them so as to be on the right side 
. politically. Given their vested interests 
and their desire not to upset Peking; it is 


| 
= 


unlikely tgat many Hongkong people | 
ill regard them as their true represen- l 
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By Louise do Rosario in Hongkong | 


t is ironic that at a time when Hong- | 
kong is praying that China will con- 
tinue to maintain a "comforting" dis- 


tance from the territory's politics, the 
reverse is happening on the economic 
front. 

Like a strong centripetal force, the 


burgeoning - China trade has pulled | 


Hongkong — with theenthusiasm of the 
same Hongkong businessmen who fear 
most a close affinity to communism — 
closer than ever to China's economy 
during the past five to six vears. By vir- 
tue of historical, geographical and other 
| obvious reasons, there seems no other 
course for Hongkong but to make the 
most profit out of its position. 

Much has been said on the new busi- 
ness opportunities generated by this 
strengthened Hongkong-China econo- 
mic connection — but little about the 
new worries lurking in the minds of 
many. Will Hongkong, which has 
thrived as an international city trading 

mainly with the West, grow to rely too 
heavily on China as a market, a supplier 
and a general business partner? Will in- 
creased Hongkong-China ties blur 
Hongkong's image as a separate econo- 
mic entity, a real danger as illustrated 
viviglly by the recent controversy over 
the US protecuonist country-of-origin 
rule over partially China-made Hong- 
kong textiles? Most important, has 


China's economic influence grown so 


dominant in the territory as to hamper 
the operation of Hongkong as a free, 
capitalist market? 

These questions did not arise previ- 
ously when the economic ties between 


Hongkong and China were restricted 
j| only to a few important areas. | 

For the past three decades, China 
was contented to sell to Hongkong | | 
foodstuffs, : raw 'On- | 


material, fuel. and 





Economics makes 
edfellows 


multiplied, 


 mentator of Hongkong pointed oat E. 





sumer: goods. 3Hohgkong dutifully E 
bought the. produce and provided China 


with one-third of its foreign-currency 


earnings. 

With the open-door policy, the ties. 
creating new depth and 
breath to the penetration of each into 
the other's economy. More people, 
money and goods flow between the two 
places. Since 1978, Peking-controlled 
enterprises expanded aggressively in 
Hongkong, and tens of thousands of 
Chinese delegates come to Hongkong | 
to "inspect and develop new business" 
here. 

Hongkong businessmen, mean- 
while, pioneered their way into China's 
special economic zones (SEZs) where 
they now account for 90% of the SEZs’ 
total foreign investment. They also 
about 8% of their exports to China. | 
difficult to imagine a more satisfactory 
bilateral business relationship for either 
Hongkong or China. Each is the second 
largest trading partner of the other, with 
Hongkong accounting for 17% of 
China's trade, and China 21% of Hong- 
kong's. |. 


B ut as Hongkong notes the large num- 
ber of Chinese who have become 
frequent visitors, more China-backed 
offices. and shops being opened here 
and talks about China trade 
everywhere, there is an uneasiness 
among some: Their forémost concern is 
that Chinese domination will uwdga; 
undesirable factors . such ze a 
favouritism and corruption — that usu- 






ally go hand in hand with absolute 


power. One long-time political com- 










another posee wory isthat as the d I 





There are examples of how the rules 
have been bent to suit China’s interests. 
-pointed to the rescue of China Re- 
sources Holdings Co. (China’s state 
trading agent in Hongkong) by the 
Hongkong Government from the aban- 
doned Mighty City project, of which the 
former had a 51% interest. When the 
ambitious plan to build a 500,000 peo- 
ple-satellite town proved to be commer- 
cially unviable, the government, in an 
unprecedented move in 1982, bought 
back the site at a cost twice what it was 
sold for. 

In August 1982, the government 
leased to the Bank of China (BoC) for 
its new headquarters building a prime 
site at HK$1 billion (US$128 million) — 
far below market value at that time and 
criticised as a giveaway to China. 

As the 1997 deadline approaches, it 
is feared. more such politically moti- 

ted deals will occur. It is especially 

rrying that of late, China-backed en- 
terprises in Hongkong have had quite a 
number of well-publicised unhappy in- 
vestment experiences. 

Commercial sources say that when 
the BoC and China Resources realised 
they had bought a bad bargain in the ail- 
ing Conic Investment Ce., they ap- 
proached one or two prominent local in- 
dustrialists to join as partners but were 
rejected. The worry is whether Hong- 
kong businessmen will be able to turn 
down such an approach once China be- 





comes the master. Will the future Spe- 
cial Administrative Region government 
„of Hongkong feel obliged or come 
under strong pressure to mount "patrio- 


tic rescue operations" to help the 
motherland save face and money? 


A argue that China, despite 
its current extensive investment in 
Hongkong. cannot be said to be a lead- 
^ t economic force at the moment. In 

ms. of financial strength, the oft- 


“quoted figure of China's US$3-5 billion 


investment locally is not an impressive 
sum in this affluent city awash with cap- 
ital. This amount can be compared, for 
instance, to the HK$2.23 billion cash 
offer made by the publicly listed Kow- 
loon Wharf for the control of Wheelock 
Marden, in February this year. 

And in terms of professionalism and 
general business sense, China-backed 
firms in Hongkong are far from being 
leaders in their particular fields. "As 
companies backed by state resources 
are guided by political directions, they 
can never be ahead of the privately run 
firms, unless favourtism comes into 
pray,” warns Steven N. S. Cheung, pro- 
fessor of economics at the University of 
Hongkong. Favouritism was still not 
prevalent at the moment, he said, but 

emv fear is that Hongkong people are 
playing too smart in bending | over back- 
Ards to please the Chinese.” 

here are hints of this trend growing 
















































| ComputerAsia85 14 — 17 August 
The Systems Event tor S E Asia 


MachineAsiaB85 23 27 September 
The eh. $ E Asian: Industrial Farg c 






























The 2nd S E Asian niio l 
Forestry, Woodworking & Furniture 
Supplies Show & Conference 


ChemAsia85 3 — s December 
The 4th Asian International Chemical - 
& Process Engineering & Contracting 
Show & Conference 


Offshore South East Asia 86 

28 — 31 January ^^ 
The 5th Asian Petroleum Show & 
Conference 


CommunicAsia86. 9—12 April 
The 4th Asian international 

- Electronic Communication Show & 
Conterence 


InfotechAsia86 o 2. Apri 
. The 2nd S £ Asian Business, Office 
Co uniana, ‘Hardware & Software 


Food AHoteiASS0 13 — 16 May 
The Sth S E Asian International 
Exhibition of Food, Drink, Processing. 
‘Hotei, Shopfitting, & Catering. 

Equipment with Salon Culinaire 


| MetalAsia86 18 — 22 November 
The 4th Asian Intermational Machine 
: Tool & Metalworking. Show. . 


 AutomAsiaB6 is — 22 November 
The 3rd S E Asian International 

Automated Manufacturing Technology 
S Robotics Show & Conference 


InstrumentAsia87 14 — :7 January 
The. Ord S E Asian Instrumentation, 
Control, Measurement & Testing 

Show & Conference — 


ProPakAsiaB7 8 — 11 Apri 
he 2nd International Food . 


Processing & Packaging "Technology - 
Exhibition & Confiténce for 5 E Asia. . 














































































{tinated t to solve Crises 





tals in one's hometown, are common 


examples. One prominent visitor was. 


the crippled son of Deng Xiaoping. 
Deng Pufang, who came here for 19 
days to raise HK$50 million for the 
handicapped on the mainland. 

The commonest kind of favour 
granted is the arranging of free trips for 
Chinese delegates to Hongkong. Be 
tween 1980 to 1984, the number of 
Chinese visitors to Hongkong rose from 
75,000 to 185,000. The Hongkong-based 
Chinese General Chamber of Com- 
merce on its own, according to Chi- 
nese official reports, hosted 3,800 
visitors from China, and Guangdong 
Enterprise (the provincial agent for 
Guangdong in Hongkong) 16,000 last 
year. | 

Such a phenomenon has not gone 
unnoticed on the mainland. At the 
Guangdong Provincial People's Con- 
gress held in mid-May, representatives 
called on Chinese enterprises to reduce 


€, . . the economic links be- 
tween the interior and Hong- 
kong will be strengthened . . . 
This is an inexorable historical 
trend that nobody can reverse 
. . . Hongkong compatriots 
will... closely link their fate 
with that of the 1 billion people 
of China.) — Jiang Wengui, 
Bank of China's chief executive in 
Hongkong, January 1985. 


MEUM MONIKA 


as far as possible the number of visitors 
or delegations to Hongkong. 

Representatives quoted the example 
of a 19-member business dele egation in 
which only two were professionallv in- 
volved with the business concerned. In 
another delegation, the age of the mem- 
bers ranged from 58 to 78. 

Guangdong province has been urged 
to set a good example by strictly control- 
ling the number of trips and visitors to 
Hongkong to ensure that study tours do 
not turn out to be pleasure- seeking 
ones. 

"If China attempts to squeeze Hong- 
kong too much,” warns Jimmy 
McGregor, director of the Hongkong 
Gerferal Chamber of Commerce, 
“Hongkong will react accordingly. In- 
vestors have free choice and they will 
move away [if they find such favours too 
unreasonable and costly] It is a bad 
thing to have the communist svstem too 
overtly visible or in control [of the local 


_economy].” 


Some believe Hongkong has its own 
in-built defence mechanism to resist un- 


reasonable demands from China in the 
future. Said one analyst: “Hongkong is- 


andoc- 
Put a cris is in 


a very efficient city. We've been 
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Hate. Soft cover US$21.95 or HK$170 (or 
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‘solve won't collapse easi 
- Jet them [the Chinese] push us but we'll 


find some e ways to overcome the prob- 





€ heung said in the final analysis, 
Hongkong's influences over China 
would far exceed that of the latter over 
the region. "A sparkle of fire is sutfi- 
tient to set the whole field aflame," he 
wrote in an article. "In the last two 
years, veia has experienced a Hong- 
kong fever . . . Among the new 
[Chinese] tiende lu met recently, | 
found them all fully impressed by the 
[running of] the Hongkong economy. 
Hongkong's population is only 1/200th 
~ of China's; its area, only 1/1000th; but 
its wealth amounts to L/6th . . Hong- 
kong is China's most important model 
in its modernisation effort]. " 

“The philosophy of the typical 
Hongkong businessman is simple: go 
where there's profit to be made, regard- 

ss of the location, be it Peking or 
ipei," said Andrew Chow, managing 
director of Sun Hung Kai (China). 
"Japan. Singapore and even South 
ut ea are courting China for business. 
enough to the new 
"business opportunities at our doorstep, 
our rivals will. It is also in Hongkong's 
long-term interest to hefp China. at 
- least its southern part. to Sobre th. A rich 
"household cannot be comfortable living 
ext to a poor one." 
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ongkong. quick and flexible, has 
indeed been able to exploit fully the 

situation. While most foreign business- 
men remain confused by the gigantic. 
complicated Chinese trading bureau- 
cracy, shrewd Hongkong businessmen 
have been able to go in and out of the 
system and cut out profitable deals. The 
growing China trade has created in 
Hongkong scores of new offices, hun- 
dreds of new jobs and infinite high 

pes for the new pes oss horizon. 

Hongkong has never experienced a 
more TANE market and 
supplier than China since 1978. Hong- 
kong's domestic exports and re-exports 
to China have each grown more than 
100-fold — from HKS&I million to 
HK$11.3 billion. and from HK$214 mil- 
lion to HK$28 billion, respectively be- 
tween 1978 and 1984. Imports grew 
nearly six-fold, from HK$10.5 billion to 
more than HK$55.75 billion (REVIEW. 
z28 Feb. ). 
— There are, however, mixed cone 
about this rapid growth in the move 
ment of goods and services. One view is 
that China provides a timely new mar- 

* coming as Hongkong is facing in- 
creasing protectionism and competi- 
tion. “For years, we've been trying to 
diversify our market base but we 
haven't been successful and so far. 
here’ s no new market of any significant 
" said McGregor. “In fact, our re- 
1 other markets have been 
iade up for by our expan- | 
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Adds Paul Wong, acting director of 
industry: "For too long we've been de- 
pendent on the US market. China has 
dud up additional opportunities for 
Even in our overseas investment 
promotional activities, we market 
Hongkong along with China in one 
package. Hongkong alone has never 
been attractive as a market [because of 
its limited size]. " 

Wong does not see that the invest- 
ment in China will lead to dis-invest- 
ment in Hongkong. Profits made by 
Hongkong businessmen in China will 
probably be channelled back to Hong- 
kong for expansion of their original 
Hongkong-based operations, he main- 
tained. 

Some see the dangers of over-react- 
ing to the potential of the China market. 
Thev argue that China is still far from 
being a society of mass consumption 

ith great foreign-exchange s pending 
capacity. They see the recent dramatic 
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by China as reflecting 














Hongkong will be mov- 
ing closer to China . . . For like 
the law of gravity in physics, a 

small open economy is bound 
| to be brought within the or- 
| bit of a large economy un- 
| less market forces are distort- 


ed. ?  — Victor Mok, senior lec- 
| turer (economics), the Chinese 
| University of Hongkong. Decem- 
i 1984. oo 
pent-up demand which can decline in an 
equally dramatic manner. Recent 
events seem to confirm their prophecy. 
China’s drastic cuts of imports and 
tight foreign-exchange spending have 
brought difficulties to many small- to 
medium-sized Hongkong traders. 

China is not a rich, reliably proven 
market. As one analyst said: “It’s a mar- 
ket like Nigeria where you can make big 
money if you get it right but the risks in- 
volved are very high. It's a trading part- 
ner that can say ‘no’ to business tomor- 
row. 

From a political viewpoint, it is ar- 
gued, it is to Hongkong's advantage to 
avoid too close an integration wih the 
Chinese economy. China has agreed to 
allow Hongkong to continue its present 
system because Hongkong provides 
China with many things which other 
Chinese cities cannot. One of these is 
Hongkong's experience as an interna- 
tional trading centre, which earns 
enough foreign exchange to buy 
Chinese products. An analyst sums up, 
"The day Hongkong ceases to be a free, 
autonomous territory is when it be- 
comes just another Chinese city — de- 
pendent on the mainland: for business 
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for survival.” 








les Peking’s growing political! 
economic influence in Hong- 
there is also a united-front effort 
uence the territory’s cultural life. 
lis campaign has taken shape as a con- 
:erted attempt to make friends and gain 
influence among literary, art, education 
and media circles. To do this, some 
eftwing and pro-Peking organisations 
ive adopted a more Hongkong- 
riented approach. 

"The whole idea of the united front is 
make anti-communists sympathetic 
o and less critical of Peking's policies 
id ultimately support the reunificia- 
yn of China. To this end, the Chinese 
have been remarkably successful. This 
partly due to the new liberal economic 
policies which Peking has instituted 
ywide in China and which have 
Hongkong people hope that their 
ree-enterprise economic system 
irvive under Chinese rule. With 
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people are looking curiously 
alves to befriend their future 


ir attempts to make friends and 
ifluence, the Chinese have relied 
y on their biggest asset, Xu 
n, the 69-year-old director of the 
al Xinhua newsagency, Hongkong 
, Who is a member of the Chinese 








< He is Peking's chief spokesman 
gkong and the highest ranking 
ver to be given the job. Before 








iangsu province s first party secret- 


'orking closely with Xu is his dep- 











anghai Municipal Foreign Affairs 
Bureau. A soft-spoken intellectual, Li is 
| highly seasoned and well-informed 
plomat. Unlike some communist 
dres, Xu and Li are not afraid to con- 
ront unpalatable issues. They listen pa- 













ng their answers in the most diplomatic 
d reasonable terms. Together the two 
m a formidable pair in winning the 




















ts, many of whom are deeply anti- 
mmunist and suspicious of Peking. 
. Shortly after their arrival in 1983, the 


nfluential citizens, particularly anti- 
ommunist writers and intellectuals. Xu 
nt them lychees and Xinjiang melons 


messages. One academic recipient re- 


accepted e 
derstood Xu's request — be more le- 


proach of 1997, more and more 


and some are falling over' V7 


ist Party (CCP) Central Com-. 
ng to Hongkong in June 1983, Xu 


Li Chuwen, a former head of the 


iently and explain the CCP line, couch- 
arts and minds of Hongkong compat-. 
wo began befriending prominent and. 


o ther with personal, hand-written 
d: “Many of us didn’t know what. 
o do. We couldn't send the fruit back so | 
Although not stated, we 


t with the communists when we 

































| Special Administrative Region: Ba 


write about Hongkong and China. And 
in many cases, he got what he wanted." 
What price intellectuals? 

Besides winning over critical and. 
hostile academics, businessmen and 
professionals, Xu has also won the 
heart-felt praise of many anti-com- 
munist publishers and editors, and is 
popular among local reporters. Some of 
them have even asked Xu to help per- 
suade their bosses to pay them a decent 
wage. l 

In two short years, Xu and Li have 
sought to transform Xinhua’s image as a' 
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popular appeal. 


group of secretive 

[ox and reclusive cadres to 
one of an open official body. The effort 
seems to be paying off as Xinhua's top 
staffers are sought-after party guests in 
Hongkong. And with their own cocktail 
parties and dinners, Xinhua has man- 
aged to dispell some of the community's 
fear of the communists. However, there 
is still a “them-and-us” attitude here, 
which will only disappear if the Chinese 
can convince Hongkong that they 
genuinely want to work for the good of 
the territory as well as the good of 
China. 


AR from Xinhua’s influence, the 
local leftwing press is also trying 
hard go gain more readers. Most left- 
wing newspapers and magazines have a 
low circulation. In an effort to boost 
readership and improve economic per- 
formance, the three major leftist news- 
papers, Ta Kung Pao, Wen Wei Po and 
The New Evening Post have adopted 
some unorthodox approaches, such as 
publishing horse-racing results and 
playing up sexy court cases. 

The publisher of Ta Kung Pao is Fei 


Yimin, a member of China's National - 


People's Congress standing committee 


n E 


and vice-chairman of the Hongkong | 



















| Leftwing journals: seeking 
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To foster an independent image. 
these newspapers have invited well- 
known Hongkong personalities to write 
special columns. But in spite of it all, the 
leftwing newspapers still fail to capture 
a significant share of the market. Ac- 
cording to Survey Research Hongkong,” 
the daily readership of the five leftwing 
newspapers combined is 274,000, only 
6% of the total. One reason for the poor 
performance is that most of these news- 

papers still have a very strong com- 

munist image with which many Hong- 
































kong people do not identify. 

In a further attempt to befriend peo- 
ple in literary, artistic and cultural cir- 
cles, the Hongkong Institute for Promo- 
tion of Chinese Culture 
was set up in April, spon- 
sored by patriotic Hong- | 
kong businessman Henrv |. 
Fok. The institute. has à : 
annual recurrent expend. 
ture of HK$3 million 
(US$384,615), excluding 
special projects. One of the 
institute's founding mem- 
bers is Mao Junnian of 
Xinhua. | Bo 
* A source at the institute 
concedes the organisation 
is part of the united-front 
campaign, aimed primari- 
ly at reunification with 
Taiwan now that the prob- 
lem concerning the future 
of Hongkong and Macau 
has been solved. By or- 
ganising and funding literary and artistic 
projects, the institute hopes to be able 
to bring together Chinese of different 
political persuasions and influence the 
views of those who are hostile to Pe- 
king. In Hongkong, where there is very 
little money available for cultural ac- 
tivities, many artists and writers ma 
leap at the chance to receive fundin, 
from the institute. 

To foster closer cooperation and 
understanding between China and 
Hongkong, thousands of study tours 
have been arranged for local academics 
and student bodies to visit China and 
vice versa. In the local education sys- | 
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tem, the Chinese influence is so far very 
small. There are about 5,000 students in 
so-called leftwing primary and second- 
ary schools which are not subsidised by 
the Hongkong Government. 

The vice-principal of Pui Kiu Middle 
School, Tsang Yok-sing, a Hongkong 
University mathematics graduate, said 
the "patriotic" schools’ policy dut 
the transition period is to work with the’ 
rest of Hongkong to preserve the terri- 
tory’s prosperity and stability. For this 
| reason, Tsang said his school may con- | 
sider applying for a government subsidy 
and be integrated into the local educ; 
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id Peking's "st influential prop- " 


aganda tool in Hongkong. Leftwin ney 
movies, slow-paced, unimaginative an 

conservative, have little appeal to 
Hongkong audiences. China-backed 
film companies in Hongkong had their 
heyday prior to the Cultural Revolu- 

tion, rivalling local movie giants such 
as Shaw Brothers. Production then 
dropped dramatically, rising to three 
or four movies annually in recent 
years. 

The Chinese have also quietly spon- 
sored a few local independent filmmak- 
ers but with little commercial success. 
Last year saw a number of Hongkong 
film producers joining forces in China to 
produce mainly kung-fu, documentary 
and historical films. Analysts say the fad 
is due to sheer commercial reasons and 
has no political motive. Some Hong- 
kong businessmen use the films as a 
means to repatriate their profits earned 
through investments in China. 


he leftwing films may not be very 
I popular in Hongkong, but the pow- 
erful influence of the film medium has 
attracted repeated interference from 
the Chinese authorities here. In 1970, 
local director Loong Kong made a film 
called The Plague alluding to the riots of 
1967 which were instigate@ by the com- 
munists here as a spillover from the 


Cultural Revolution in China. Some- 
how — nobody is prepared to say 
exactly how — the film was sent to 


Xinhua, where offending footage was 
cut out. It was then renamed Yesterday, 
Today, Tomorrow, before being com- 
mercially released. 

In 1972, a Chinese woman director, 
Tong Shu-shuen, made China Behind, a 
film about Chinese university students 
fleeing into Hongkong during the Cul- 
tural Revolution. After it was seen by 
Xinhua, the Hongkong Government 
decided to ban it. After the fall of the 
^ ang of Four, the film was permitted to 

shown in film clubs. 

In the early 1980s, when relations be- 
tween Hongkong and China had im- 
proved tremendously, there were signs 
that the ban on China Behind would be 
lifted. Then a Taiwanese director Pai 
Ching-jui released Winter in Peking, a 
film about the atrocities of the Gang of 
Four during the Cultural Revolution. It 
was bitterly attacked in the leftwing 
press and was branded as anti-com- 
munist. The film was withdrawn im- 
mediately and the ban on China Behind 
reconfirmed. The most recent example 
of film censorship happened in Feb- 
ruary. A Taiwanese film, Ah Fu, was 
pe oa ane because it would “adversely 

ect relations with neighbouring coun- 
tries” (REVIEW, 30 May). 

Although the Chinese may not over- 

tly interfere with Hongkong's political 
eand economic affairs, their repeated in- 
terference with the film industry does 
t bode well for other media. 

— Emily Lau and Louise do Rosario 
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By Nayan Chanda in Washington 


! a D combination of smart calculation and a stroke a ree pona woe jfi era 


| set to buy the advanced version of the American-made 
the same price as a less powerful model of the aircraft. 


Earlier this month, Ve eM EET 
. notified the co tr 


| that it intended to permit General Dynamics, the 
facturer of the F16, to sell eight F16As, including four trainers, to the island re- — 
public, The administration's F16-sale authorisation replaced permission it — 
gave to General Dynamics in 1984 for the sale of the less-powerful F16/J79 — 
model to Singapore. 

Although equipped with powerful Pratt and Whitney F100 engines, the 


F16A: a good bargain. 





F16As would cost a total of US$280 million — the same amount Singa- 
pore had agreed to pay last year for eight F16/J79s (REVIEW, 5 Apr. '8R4). 
Last year, when Singapore became the first country to place an order for 
the J79 version, observers speculated that the move was "i i cnded as a “foot m 
the door" for acquiring the more powerful F16A. The observers said ! 
pore was watching Musee due to see how it responded to a Thai request 
the F16A, hoping that if a tive response was forthcom blasen 
would be allowed to purc the more-powerful option. even sus- 
pec that the rial ge order was pacc in close consultation with Thai- 


In any event, Singapore made it clear from the that it was not in 
a hurry to take delivery of the aircraft, which was wot yet in production. nder 
pore is believed to have placed its order with Ge porsche »" u 
standing that it could upgrade the order in the event 


sales of the F16A to Thailand. Following the US iom mrt 5 

March to sales of the Aivanced version to Thailand, also 

asked for the FI6A. After having ap di the sales to Thailand, sex rn 
of not selling the fighters to non- 


could no longer apply its previous 
countries. 

The year's delay between the time ellie chai the F16/J79 and the 
upgrading of its order to the FI6A has meant a considerable saving for st 
pore. this , fierce competition dey between N 
which produces the F20 Tigershark, and General Dynamics for 
tracts, and as a result prices for both the F20 and the FI6A were 

While Indonesia also is believed to have shown interest in the FI6A, 
sources said Mala galoppa mraka mmi its mind. While its five-year de- 
fence is ambitious, mili eps that Malaysia has not yet drawn 

t | . 
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Advanced F16A fighters are ordered on the cheap g 
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Kim at odds with Kim 


Opposition leaders differ over presidential nomination 


By Shim Jae Hoon in Seoul 


hortly after Kim Dae Jung, the 

former opposition presidential can- 
didate, returned home from his exile in 
the US in February, many here won- 
dered if he would successfully collabo- 
rate with Kim Young Sam, the other to- 
wering dissident figure who has led the 
anti-government struggle at home, 
building for himself a solid base of 
domestic support. 

While the first Kim through his exile 
established his international reputation 
as the leading opponent of the au- 
thoritarian regime in South Korea, the 
second Kim, by staying home and lead- 
ing the 12 February general election to a 
big opposition success, had emerged as 
a powerful new leader, only confirming 
the fateful rivalry the two men have car- 
ried on for more than a decade. 

Now after five months of sharing the 
tp of the Consultative Commit- 
tee for the Promotion of Democracy 

CCPD) — a broad coalition of anti- 

hun forces — signs of their schism are 
emerging. This brings into question the 
prospects of the two Kims leading a 
united fight against President Chun 
Doo Hwan’s determination to stick to 
the present constitution. The two Kims 
want to change the present constitution 
to pave the way for a free, direct elec- 
tion of the next chief of state in 1987. 

The first indication of their fission 
surfaced early in July when Kim Dae 
Jung — who though free to criticise the 


|- government from his CCPD office, is 


still under threat of a 20-year prison sen- 
tence stemming from sedition charges 
— suggested that he and Kim Youn 

Sam "should divide [their] politica 

roles." Since Kim Young Sam was fully 
reinstated while he was not, Kim Dae 
Jung suggested the former should lead 
the opposition New Korea Democratic 
Party (NKDP), while he himself pre- 
sumably intended to control the CCPD, 
which gave birth to the party. 

His second idea was that he and Kim 
Young Sam ought to agree on a run- 
ning-mate formula, presumably with 
himself as presidential candidate and his 


rival as vice-presidential hopeful. If that 
formula were accepted, Kim Young 
Sam would play a secondary role again 


— a replay of events in 1970 when he 
narrowly lost the presidential nomina- 
tion to Kim Dae Jung against the wishes 
of the Democratic Party hierarchy. Dae 
Jung snatched the candidacy by appeal- 
ing to the party grassroots. 

Repeated statements by each Kim 
that the two remain united in their ef- 
forts to resfbre democratic institutions 
have not scotched speculation on whe- 


ther they will succeed in shaping a com- 
mon front against Chun. So far, neither 
seems willing to accept a secondary 
role, with Young Sam probably inclin- 
ing towards a new contest with Dae 
Jung for candidacy nomination which 
he could win this time, as he controls 
the CCPD as well as its parliamentary 
representatives within the NKDP. 
"With prospects of democratisation 
highly uncertain, this is no time to talk 
about dividing up our roles or producing 
a running-mate formula," Kim Young 
Sam said, arguing that any sign of a pre- 
mature quarrel over presidential ambi- 





The two Kims: signs of a schism. 


tion could only disappoint the nation 
and allow their foes to keep them di- 
vided. In fact, both men are keenly 
aware of the military establishment's 
excuse for seizing power under martial 
law in the summer of 1980 — restoring 
law and order which the two Kims al- 
egedly disrupted through their compet- 
ition for the presidency after the assassi- 
nation of former president Park Chung 
Hee. 


hile denying he wants to be the 

next presidential candidate, Kim 
Dae Jung nevertheless asserts that his 
vaguely competitive relationship with 
the other Kim must be more clearly de- 
fined, if only to reassure the nation that 
they stand united, with each man better 
conscious of the other's role. “I've 
never said I ought to be the presidential 
candidate, only that one of us had better 





E. e E Ei 
assume that role so as to leave no doubts 
in the minds of people that we’ll not be 
competing [again]," he commented in a 
statement released by his aides. 

With opposition fe gage through- 
out the country demanding a strong sol- 
idarity between the two Kims, Kim Dae 
Jung’s proposals have backfired, 
spreading the impression that he is im- 
patient to seize an upperhand in the 
forthcoming contest for supremacy. 
Under attack from newspaper editorials 
and numerous protest calls from sup- 
porters, however, he has withdrawn the 
proposals. Under a compromise ac- 
cepted by Kim Young Sam, he has also 
promised to support Lee Min Woo, the 
current NKDP president, a Young Sam 
supporter whom Dae Jung earlier indi- 
cated he might seek to depose at the 
NKDP national convention scheduled 
for 1-2 August. In exchange, Kim 
Young Sam has accepted the principle 
that they should espouse a presidential 
system of government, meani 
either he or Dae Jung should o. 
day be the opposition presidential 
candidate. 

If such agreement leaves Kim 
Young Sam retaining his present 
supremacy within the broad oppo- 
sition movement, the position of 
his rival has been rendered worse 
by the government's refusal to re- 
store Dae Jung's civil rights, un- 
less “he repented his misdeeds for 
creating political unrest in 1980” 
in the wake of Park's assassina- 
tion. That leaves Kim Dae Jung 
sitting in limbo, neither com- 
pletely free nor under deten- 
tion. 

In what appears to be a calcu- 
lated policy to isolate Kim Dae 
Jung from a popular power base, 
the government also forbids his 
entering the NKDP. Roh Tae 
Woo, chairman of the ruling 
Democratic Justice Party, has 
portedly warned that Kim ri: 
ed being imprisoned again if 
he became an NKDP member 
without first clearing. his ` legal 
status. 

Clearly, Kim Dae Jung is faced with 
an impossible choice. Venting his frust- 
ration, he recently told the REVIEW: 
"It's hard to follow the government's 
logic . . . I go out and demand my politi- 
cal reinstatement, and it accuses me of 
being an extremist fighting outside the 
established [constitutional] framework. 
So I decide to join the NKDP [which it 
accepts], and they threaten to re-im- 
prison me.” 

He might have added that 
today remains no more ready to accept 
him than he was five years ago, when he 
had Kim sentenced to death by court 
martial on charges of provoking the 
Kwangju uprising in 1980. Kim, to thi¢ 
date, squarely blames Chun for the 
bloody suppression of that insurgllg 
tion. ; 
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For centuries, European nations treated Asia, including China 
as their warehouse, taking home the Region's natural resources 
and returning their own manufactured goods. 
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Recently that picture has changed and today Asia i 
fierce trade competition. 
— ]n the issue cover-dated 22 August 1985. the Far Ea 
Economic Review will publish a Focus on Europe in Asia, 
charting the progress of the leading European nations and their 
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companies in this vital market. Focus will examine the primary 
areas of comp 











| yetition from watches to perfume, liquor to 
automobiles, microchips to banking and nuclear power plants plus 
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how each country is meeting the challenge. — B e : 
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As the world's premier publication on Asian affairs, the Far 
tern Economic Review's audience represents the highest 
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government and the professions. Res 
advertisement in the Review is the most cos 
aching male business community and this is even 
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Comrades in arms 


The US implements a military-cooperation accord with Japan 


By Robert Manning in Washington 
'| n a move that underscores deepening 
military cooperation between the US 
and Japan, Washington and Tokyo are 
quietly working out procedures for im- 
piementing a November 1983 memo- 
randum of understanding. which is ex- 
pected to result in the first export of 
Japanese military technology to the US 
before the end of the year. 

In late June, some 18 months after 
Tokyo agreed to exempt the US from a 
ban on the export of its military technol- 
ogy, Washington sought to purchase an 
“image-seeking” missile-guidance sys- 
tem from Japan. Pentagon officials said 

iey see no need for further accords be- 

ween the two countries to facilitate this 
or future purchases, but they concede 
that Tokyo has a number of concerns re- 
garding the ground rules of the military- 
technology transfers which were not 
spelled out in the 1983 accord. 

US officials say there is no formal 
link between the US *request and 
Japan's interest in sophisticated “over- 
the-horizon" — airborne-warning-and- 
control systems (Awacs) technology. 
Both the Japanese missile-guidance sys- 
tem, which was developed by the Japan 
Defence Agency, and the US Awacs 
technology are classified. 

US officials say that despite the pre- 
cedent set in the 1983 accord, Japanese 
firms have been reluctant to export mili- 
tary equipment. The US request in June 
is viewed here as a test case and may 
have been chosen because the missile- 
guidance technology was developed by 
the government rather than by private 

idustry. “The real importance of this 

*quest," a Pentagon official told the 
REVIEW, “is to get the ball rolling on the 
export of technology." 

Among Japanese concerns regarding 
the export of military tehnology are; 
that weapons systems developed: by the 
US based on Japanese technology might 
be denied Tokyo due to US export re- 
strictions on such technology; a fear that 
commercial spin-offs from the technol- 
ogy might compete with Japan-made 
goods, and a general Japanese reluc- 
tance, as one analyst here put it, “to be 
dragged into becoming a part of the US 
military machine." 

US officials are confident that their 
Jnisele-guidance technology request 
will be approved, though it will require 
a subsidiary agreement setting ground 
rules on such transfers. 

The Pentagon has identified 36 items 
*of Japanese technology — most of 
which are "dual-use" items with both 
lian and military applications — 
ich could aid US military high-tech- 
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nology development. Some of the items 
on the list could help develop Washing- 
tons. controversial “Star Wars” 
Strategic Defence Initiative (SDI), 
now in its research-and-development 
phase. 

The US shopping list includes 
semiconductor lasers, heat-resistant 
ceramics, fibre-optics, night-time imag- 
ing, targeting devices, computer “artifi- 
cial intelligence” and gallium arsenide, 





the computer-chip material of the fu- 
ture. The latter two technologies are 
areas of critical importance to SDI and 
also areas in which Japan is on the lead- 
ing edge of development. 


qoo has not formally responded to 
an invitation from the administra- 
tion of President Ronald Reagan to p: 
ticipate in SDI research and deyelop- 
ment. In late March, Secretary of De- 
fence Caspar Weinberger sent a letter to 
Japan and other key US allies asking 
them to reply within 60 days. Both State 
Department and Pentagon officials said 
the US has not pressured Tokyo in re- 
ps to SDI. Thus far Japanese Prime 

inister Yasuhiro Nakasone has stop- 
ped short of a full endorsement of SDI. 

Most of the technology Washington 
is seeking for SDI is dual-use technol- 
ogy, and US officials point out that 
Nakasone has said the mechanisms are 
already in place if private Japanese 
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companies decide to export such tech- 
nology to the US. While some US offi- 
cials say that no formal Japanese deci- 
sion to participate in SDI may be neces- 
sary, some analysts agree with Michael 
Chinworth of the Japan Economic Insti- 
tute who said recently that “being a par- 
ticipant by default" would be politically 
dangerous for Nakasone. 

Beyond Nakasone’s long-term vision 
of Japan's role in collective regional 
security, another factor which could 
lead Tokyo to deepen military coopera- 
uon with Washington is that such a 
move could defuse growing pressure on 
Japan in the US Congress. In the minds 
of many congressmen, the trade and de- 
fence components of the US-Japan re- 
lationship are linked. The underlying 
logic of this view is that Japan is seen as 
getting a free ride on defence despite 
the obstacles it allegedly puts up to hin- 
der US companies in gaining access to 
Japanese domestic markets. Mean- 
while, Japan continues to chalk up a 
massive trade surplus with the US, 
projected to exceed US$50 billion for 
1985, 

In mid-July, the House of Represen- 
tatives passed an amendment to a bill 
before congress similar to one passed by 
the senate in June calling on Japan to ac- 
celerate its military build-up so as to be 
able to carry out fully its role of defend- 
ing air and sea space out to 1,000 miles 
from its coast. The major discrepancy 
between the House and senate amend- 
ments is that the senate requires Reagan 
to submit a report to congress by Feb- 
ruary 1986, and annually thereafer, on 
Japan's progress in reaching its defence 
goals, 

The implication clearly is that if 
Tokyo's report card ts inadequte, con- 
gress might take further action. The dif- 
ferences between the two versions are 
to be troned out in a senate-House con- 
ference in coming weeks. In addition, 
new moves are afoot in congress to im- 
pose a 25% surcharge on Japanese im- 
ports to the US. 

Reagan administration officials say 
they would likely veto an import sur- 
charge if it was passed by congress and 
also would oppose linking trade and de- 
fence issues. On 17 July, Assistant Sec- 
retary of State Richard Armitage spell- 
ed out this view in a speech. “The huge 
US trade deficit with Japan is a serious 
concern,” Armitage explained, “but itis 
not the reason Japan needs to increase 
its defence capability . . . US desires to 
gain equal access to Japan's markets are 
legitimate, but our defence relationship 
is not the lever.” 

If Japan does begin to export to the 
US the military-related technology 
Washington seeks, it would strengthen 
Reagan s support for Japan in the face 
of an angry congress. But as a senate 
source said: "No matter what the Japan- 
ese do on defence, it will not lessen con- 
gress’ retaliatory mood On the trade 
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E PAPUA NEW GUINEA 
Dirty white collars 


The authorities shift their focus to organised crime 


By lan Andrews in Port Moresby 


p Moresby's month-old state of 
emergency aimed at stemming vio- 
lence, robbery and rape has begun to 
spotlight less publicised organised and 
white-collar crime. 

Attention initially focused on whe- 
ther new measures, including stronger 
police powers and a nightly curfew, 
would curb lawlessness in the city. 
Statistics compiled by police indicate at 
least a short-term success. Police Com- 
missioner David Tasion says that seri- 
ous crime is down by 75% and that of- 
fences during curfew hours have been 
virtually eliminated. More than 40 
prison escapees also have been recap- 
tured in the law-and-order campaign. 

The state of emergency, declared on 
17 June, followed a spate of vicious 
rapes — including gang rapes — and 
robberies. The apparent success of the 
campaign has been widely welcomed by 
Port Moresby's estimated 150,000 resi- 
dents, Papua New Guineans and expat- 
riates alike. 

However, as street crime has drop- 
ped off. much public interest has shifted 
to the alleged multi-million dollar 
“fencing” of stolen goods, financial 
manipulation and corruption. There 
have long been rumours here about 
domestic networks handling stolen 
goods, and operators specialising in 
shipping such merchandise to foreign — 
particularly Asian — ports. Police, as- 
sisted by wider search powers, are now 
uncovering evidence to support these 
stories. 

Members of so-called rascal gangs 
are generally held as being behind most 
house-breaking and car thefts. For 
those able to penetrate the iron bars and 
alarm systems of well-to-do homes, the 
pickings are by no means slim. But ex- 
pensive items such as electronic goods 
and jewellery would be highly suspi- 
cious in the run-down shanty settle- 
ments where many gang members live. 
So they generally want to dispose of sto- 
len property quickly for cash and are 
willing to accept a fraction of its real 
value. For example, about Kina 200 
(US$198) would be accepted for a late- 
model car. 

Police recently arrested the Austra- 
lian proprietor of a car-wrecking firm in 
Port Moresby and alleged in court he 
was involved in large-scale acquisition 
of stolen property. Some rascal-gang 
members talk about European and 
Asian “big men” who tell them the types 
of goods they would be most interested 
in buying. One such man ts said to spe- 
cialise in sending stolen jewellery to 
Hongkong. 


There are also police concerns about 
large sums of money being smuggled 
out of the country in breach of foreign- 
exchange regulations. Central banking 
authorities allow an individual to take 
Kina 10,000 per year out of the country, 
with an additional Kina 4,000 allowed 
for expenses. However, special ap- 
proval has to be sought for big transfers, 
and a tax clearance is normally re- 
quired. An Australian businessman 
who heads a large hotel group here was 
recently charged with illegally purchas- 
ing nearly Kina 300,000 worth of foreign 
currency changed by hotel guests and 
sending it overseas by post and courier. 
Authorities are also investigating the 
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Somare; Chan: a new emphasis. 





use of yachts by business people to get 
money overseas covertly. 


O° a more general level, alleged ex- 
patriate involvement in crime has 
taken on political overtones. Papua New 
Guinea Prime Minister Michael Somare 
said ig Sydney on 12 July that his coun- 
try's crime problems were partly caused 
by overseas, notably Australian, or- 
ganisers. Somare’s comments follow 
Australian media criticism of Papua 
New Guinea’s law-and-order break- 
down and reservations implied about 
the governments financial manage- 
ment by envisaged Australian aid cuts. 
Somare went on the offensive, say- 
ing he was “disappointed” and 
“ashamed” about Australians’ involve- 
ment in crime. A member of Somare's 
staff said serious crime in Port Moresby 
was rare until white organisers moved 


in, creating a Kina 40-50 million indus- 
try in stolen goods alone. Some opposi- 
tion Papua New Guineans have accused 
the prime minister of making “danger- 
ously sweeping statements" and have 
asked what increased levels of gang rape 
and violence had to do with Australians. 

At the upper echelon of crime in the 
country, as elsewhere, is corruption. A 
1984 report on law and order noted that* 
white-collar, corporate and organised 
crime — including corruption — could 
have greater economic and social conse- 

uences than conventional crime. But 
the detection of such crime proves ex- 
ceedingly difficult. The clandestine 
dealings of corruption remain hidden 
from public scrutiny unless someone be- 
comes carelessly loose-lipped. There 
may be suspicions, but rarely will there 
be proof of corruption, the report said. 

In 1983, the government's then chief 
ombudsman stated there had been too 
much talk about stopping corruption 
and not enough action. There is litti 
evidence to suggest this assessment .. 
any less valid now. 
The ombudsman's 
commission still claims 
to be under-resourced 
and maintains that 
cases which reach 
the courts are only 
the tip of a big ice- 
berg. 

One case now be- 
fore the courts goes 
back several years to 
the period when Sir 
Julius Chan, now in 
opposition, was prime 
minister. A politician 
has been charged with 
accepting gifts from 
an Asian businessman 
who was awarded a 
contract for the sup- 
ply of official diaries. 
In another case, at 
thorities are seekin_ 
the extradition from 
Australia of a 39-year- 
old Australian who had worked at the 
National Computer Centre in Port 
Moresby. He has been charged with de- 
frauding Kina 164,000 from the govern- 
ment. 

The opposition has called for public 
inquiries into relationships between a 
number of government officials and cer- 
tain business interests involved in sell- 
ing big-ticket items to the government 
or seeking approval for commercial ac- 
tivities. 

The government has commendably 
thrown additional resources into taeklz 
ing grassroots criminals as well as mid- 
dlemen and now appears to be moving 
against white-collar crime by expat- 
riates. Arguably, the next logical step 


would be vigorous investigation of al-¢ 


leged corruption and malpractice 
among politicians and government off 
cials. 
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Theres no need to spill words 
over our beer. 
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"SLEEP ON THE BEST BUSINESS DEALYOU EVER MADE? 


The Wings of Paradise 


R elax in the knowledge that when you 
fly Air Lanka Business Plus, you fly 
in a class of your own. French champagne to 
welcome you aboard. Plus first class cuisine. 
Plus one from the aisle seating. 
Relax, with French wine and superb stereo 
entertainment . . . put your feet up, stretch out and 
expenence in-flight care that's Paradise itself. 
Value for money, Business Plus 
ts the best business deal you'll ever make. 
On the Wings of Paradise. 
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EXECUTIVE 
BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for your 
busy executives is very much 
a business decision. 

So we've arranged a programme tailored 
to busy schedules. Pre-registration, rapid 
check-out plus a year-round preferred rate 
for upgraded deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme. 
Complete the coupon below or call any 

Hilton International hotel. 


Bangkok 
Hongkong 
Jakarta 

Kuala Lumpur 
Petaling Jaya 
Singapore 
Taipei 

Tokyo 


siti. 
| Mi 


EBS Programme 
Hilton International Singapore 
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WWF Kojo Tanaka; BCI 


The 


Giant Panda 
needs your help 
to’survlve 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scienusts 
under the leadership of Professor Hu Jinchu 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 


But WWF needs money - your money. 
Please send contributions to the WW F 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 
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ade The Miko by Eric van Lustbader. Fawcett Crest; Dai-Sho by Marc Olden. Berkley 
| Books; Kensei by Steven Schlossstein, Avon Books; Zaibatsu by John Brown. 
Avon Books. Prices not given. 


ants je ga to VERUM. i 
panese chip on his shoul 
| mnemonic acronym. CHIPS 
tural superiority, Hierarchy; fnsu 
Perseverance , and the need tà 
| the world’s sensei. 


t least four recent paperback novels | the elitist University of Tokyo (where 


reflect tfe growing concern with 
Japan's ecorfomic “invasion” of Europe, 
the Americas, and Pacific Asia. All are 
good escapist stuff, but they are also in- 
structive as examples of how fearsome 
Japan has become to some paranoid 
Meu writers. 
¿Erie van Lustbader's The Miko and 
| Marc Olden's Dai-Sho depend on exotic 
antasy and erotic violence to carry their 
 commonplace plots. They are highly 


successful commercially, since they are. 


- written by experienced storytellers: mad 
. Well promoted — The Miko: made 
number of bestseller lists. 


Steven Schlossstein's Kensei ad: T he | 


 Miko are more ambitious fhan the other 
titles in that tlfey attempt to be guides 
to things Japanese. Neither succeeds, 
least of all Kensei, though its publisher 
boasts about the author's ostensible.ex- 
|pertise. 

. John Brown's 
_lished in Australia, has none of t 


 iousness and hyperbole that mar kon 


sei, and little of the mysticism that 


Zaibatsu, first pub- 


Schlossstein studied as a graduate stu- 
dent), conspire to make Japan militarily 
powerful enough to refuse to renew the 
security treaty with the US, and to force 
Moscow to return the Kurile islands. If 
not. they will atomise 12 major cities 
around the world, including Tokvo. 

But the Japanese are unable to deve- 
lop the “256K optical chips" needed to 


| 


makes The Miko and Dai-Sho: sohardto ` 
take seriously. As a story, too, it is argu- 


ably the least inspired of the four. But in 
its comparative brevity, simplicity and 
blandness, it does less violence to 
Japan's image. 

j he remarkable thing about all four 
els is the common manner in which 


» they depict J apan'sconglomerates as in- 


timidating Goliaths — not so much be- 


furns tos 


This is strong stuff. In his 
Rohmer, too, may have beer 


ing ground of such satanic 
maniacs as Fu Manchu. but t 
were never infused with the: 
tility dripping from £ 
pen. 


Semiconductors which the: 
and Japan needs. and Japan's d 
be self-sufficient if not 


also the themes of The Miko. 
Caucasian, — halt-Ortental" 
Lustbader’s previous novel, 
save Japan and the 1 
evils of Soviet communism. 


US high-technology firm. wit 


goods, and a Japar : 
with the wherewithal toor 
firm's non-volatile f 


right price, are ne 


The Japanese compan 
a large petrochemical. 
which is owned by a bank cl 
ex-kamikaze pilot and. 
minister who despises fo 
ally and “half-breeds” part 
Meanwhile, a. patrioti 
guards the plans for Tenchi, : 
ret project which involves: 
rochemical company. aimed 
Japan forever independent of. 
US and the Soviet Union. TI 
gence agencies of both cou 


| China) are on to it, of course 


| spies will stop. at nothing to sa 

and thus keep Japan under alien * 
Lustbader's message a appears to 

that familiar canard. that a non-Asi 
needs at least a drop of Asian b 
really understand and pet alone w 
Japanese. The Mikos conven 

| mixed-blood hero, as bilingual an 
bicultural mediator for the US fine 

. coaches his bull-headed boss in the fin 

arts of tiptoeing through the non-t 
minefields. 


cause the zaibatsu are huge, as because 
they are run by reincarnated bushido 
chauvinists who believe that Japan is 
superior to other countries. The authors 
are like modern Davids, looking over 
the Occident’s collective shoulder, 
slinging stones at the Oriental giant. 
Kensei epitomises this renascent 
“yellow perl” syndrome. Kakuei 
Tanaka is back as prime minister, and 
s is ^in a pogsition-to fulfil his promise 


spur Japan in a position of global 
que ^ Ministry of International 
deoa Industry (Miti) bureau chief, 

a Self Defence Forces major:and the 
^head of the planning division of *the 
largest industrial conglomerate in post- 


war Japan" all believe that Japan is de- 
stined: to be the sensei in instead 


] all middle-aged pro oducts of | 


metalman thn? riri Ho am muris iar asp lanam AIAN Ameren eer mri err MA 


guide the multiple warheads which they 
have secretly developed. So some are 
stolen from their American developer's 
Silicon Valley plant, by a Japanese dis- 
guised as a Vietnamese- -refugee janitor. 
4 Al Asianslook alike.) . 

Schlossstein, who laments the de- 
cline in American values which nurture 
creativity and quality, seems to be say- 


or be defeated by what he calls Japan's 


| and try a little 
| ing that Americans had better shape up | 


But this is merely Lustb ader Yg 


mick to heighten the fei ider's 


| that vicariously enjoying grisly e 
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of Dai-Sho is an 
ith a slight 

/ho takes on the demented might 
Japanese industrial espionage ring 


CX- 


! convicted as a war criminal, but 
the hangman. 

The potentate’s worldwide dirty 
ricks have earned him the reputation of 
being "Japan's most effective spymas- 
r" since medieval times. The hero, not 
| Japanologist, cannot understand why 
e. Japanese Government does not 
inish the potentate's activities. An old 
pan hand then explains to his mys- 
ied compatriot that industrial espion- 
e "is not, repeat, not a crime" in 
pan, but merely part of the country's 
defence. 

-Zaibatsu shifts the theatre of Japan- 
& designs on the world to Southeast 
. The hero is a New Guinean of 
glo-Australian ancestry, residing in 
izerland. He returns to New Guinea 
ok into the murder of his brother. 





erful man in Japan" who is the head 
zaibatsu which "doesn't have one 
cular company name, but [is] still 
iggest of them all." 


- MoS. 


advertising blurb claims that the 
Zaibatsu head “will sacrifice any- 
or anybody to the fanatic dream of 
ew Japanese empire” but the public- 
outdoes the story. While the zaibatsu 


and coup d’etats in Indonesia and 
New Guinea “to develop the re- 


mic union with Japanese interests.” 


d collaborator. 


Japan’s corporate executives are 
re. ethnocentric than their foreign 
erparts. But the authors of The 
fiko and Zaibatsu, though given to 
ereotypes and caricatures, make at 
least token efforts to humanise their vil- 
ins. The bad guys in Dai-Sho are ir- 
»deemable embodiments of diabolical 
|, while Kensei appears to be pur- 
Osely racist. ae 
_ It is anyone's guess who reads such 
ovels, or how people's thinking. is 
haped by them. Most studies of por- 
ography are inconclusive on the ques- 
of whether smut encourages sexual 
mes. But analyses of pulp novels tend 

ow some correspondence between 
r content and popular images of 
peoples and countries. .— — 
apanese fiction, too, is full of mis- 








pan to be written by people with more 
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by a wealthy potentate who had. 


es of the resultant nation in an éco- - 


tanding and racism. Evenso, one 
like potboilers in English about — 


ms, 


suspect is “the wealthiest and most - 


id does try to cause uprisings, re- | 


is “too much of a man" to murder the | 
o's brother, who had been his friend | 


All four novels leave the impression - 


ledge of its culture and society - 
rown, 


| Ching Wei, a former E 


"s 





ven the publisher's blurb for this 
yarn is justifiably modest in its 


E 


claims. The author, it tells us, “imparts. 


a ring of authenticity" which sets the 
book "far above the ‘skullface’ tales of 
the 1930s, which invariably featured the 
overplayed wizardry of an inscrutable 
Oriental, presiding over his evil den of 
opium and planning to conquer the 
world . . . The characters are finely 
created, and the situation in which they 
find themselves, though bizarre, 1s by 
no means impossible." 

They are wrong; the book represents 
no advance on a 1930 inscrutable 
skullface drama. It stretches credibility 
— and the reader's patience — on every 
page. The characters are cardboard 
caricatures. First there is the hero: a 
tough CIA agent who flew drugs for Air 
America before being kidnapped by 
| | r Kuomintang war- 
lord-turned-opium-trader who rules 


over a fairytale kingdom in the Golden | 


Triangle, from which none of his un- 
willing subjects can escape. oe, 
Other predictable characters include 
a cynical Frenchman, an ex-teacher de- 
voted to growing orchids and smoking 
opium, and a mad German doctor with 





sting the water trade 


i Pictures From the Water Trade: an Englishman in Japan by John David Morley.. 





Andre Deutsch. £9.95 (US$14). 

|: getting drunk in itself a good thing? 
The answer depends somewhat on 

one's cultural background; an Arab or a 

Jew would, with few exceptions, find it 
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Dragon Mountain by Lee Daniel. Vantage Press. US$1 1.95. 


drugs. Then there are a hard-boiled 


. bunch of US commandos-turned-pro-* 
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shameful. Irishmen or Germans tend to- 


go to the other extreme: to them getting 
drunk is a sign of manly good fellow- 
ship. Americans like what they call 
“serious drinking" but are often furtive 
about it, huddling in silent rows in dark 
bars, crying into their beers. 

The Japanese and Koreans are like 
the Irish. To them, or to the males of 
their species at least, getting drunk is 
definitively.a good thing. 

The average Japanese male lives in 
two worlds: the daily. world of work, 
bowing and scraping, hiding one's opin- 
ions, trying to get ahead without upset- 
ting others, in short, the civilised world 
we all live in, though perhaps a little 


more extreme; and the nocturnal world 


of bars, where opinions are recklessly 


ventured, quarrels picked, friendships 
made, people insulted, in sum, the. 
they are. 


world in which people feel 
more “themselves.” 





| 
| 





peculiar theories about medicine and 
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fessional-assassins, assorted soldiers 
and torturers, plus a seemingly unli- 
mited supply of willing, sexually vora- 
cious Chinese, Lao, Burmese and Shan 
concubines. (Ching Wei prefers White 
Tigers — what "the Chinese call a 
woman whose Honeys S totally and 
naturally devoid of pubic Mair.” ) 

The only “real” person in the opium 
king's entourage is none other than Jim 
Thompson, rumoured CIA agent and 
patron of the Thai silk industry who dis- 
appeared in Malaysia in 1967. Lee 
Daniel fantasises that he voluntarily | 
fled to Ching Wei because the Thai au 
thorities had: discovered. he had mad: 
US$2.5 million in the opium trade. - 

Although the story is action-packed, 
it lacks a structural plot, being merely a 
pointless account of the hero's incarcer- 
ation by a vengeful Ching Wei whom 
the hero had once denounced foropium | 
smuggling “Över the Hump” during 
World War II. It consists largely. of 
laconic accounts of banquets (with 
braised elephant trunk and monkey 
paws — rather than monkey brains or 


ese is not only churlish, but almost an iñ- 
sult; it is a refusal of intimacy. | 

The water trade referred to in the 
title of this book is that nocturnal world 
of bars and fleeting intimacy. Nobod 
quite knows why it is called water tradit 
some sav it stands for the fleetingness or 
fluidity, like water, of human relation- 
ships. Others think water stands for al- | 
cohol. Whatever the original meaning, 
the water trade is obviously a perfect 
place to observe the Japanese, as it 
were, in their natural state. 

Morley, through his fictional charac- 
ter named Boon, describes this state 
well. He-has an especially finely tuned 
ear for Japanese dialogue — even in 
English translation the dialogues sound 
Japanese. Boon also.makes some. in- 
teresting friends. Some friendships last 
longer than others, howeveta - 

.:One -especially | well-obse Met -TE- 
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scribed with lip-licking sadism. — 
<. These stretch belief beyond fantasy: 
. one man is cut in half, his torso placed in 


| hotashes (to prevent bleeding) and then | p 






nds hours a-dying; another 
as mercury poured ' 

-into cuts on his skull 
which then seeps 
down grotesquely 
until its weight peels 
the skin entirely from 
flesh and — pop goes 
the weasel, ag the au- 
thor charmingly puts it. 
The schoolboy amor- 
ality is complete. The 
French doctor teaches 
our hero how to take mas- 
. sive doses of drugs ("drugs 
; are God's gift to man") 
uy. balancing the Yin of 
eroin with the Yang of WE 

¿cocaine which, it is alb- y 
| leged, produces a bioche- V 
| mical balance which pre- Weee 
| vents addiction and eliminates toxins. 
The earthy insensitivity of the writ- 
ing also renders completely incredible 
|. the account of the cowboy hero’s attain- 
|| ment. of the Way under the tuition of. 
|. Ling Yun, an ancient Taoist adept, who 
can "leap-walk" 150 yards in 10 sec- 
onds, levitate and generally defy the 
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haned He had been exposed in his 
T intimacy, seduced by one of those heady 
|. impulses of friendship which were 
- peculiar to the water trade and which 
- snuffed out as quickly as they caught 
. fire.” 





< lationship with one of the women 
who service the water 
orld. She is a 
4 masa n, The! 
“water. world is’ basi- 
~ cally a.society of men 
and mama-sans, or, 
^to be psychologically 
. more exact, boys and 
mummies. The mama- 
sans function as mother 
confessors, ever solicit- 
ous, always ready to suc- 
cour the male ago. 

The atmosphere in a 
Japanese bar is &ntirely de- 
pendent on the Ptalya-san. 
It is an, intimi atmosphere 
— not in thj/feast because the 
Ute mof in y — which does 
not take kindly to strangers. 






Mama-sans have their own clientele and | 


new boys must be introduced by old 
_ ones. But the intimacy is too maternal 
o be erotic; a desire to go to bed with 












acraving which, admit- 
n. 



























Boon has a more complicated re- 





















1a-san is like wanting sex with | 





| head and he manages to pay a spiritual 
visit to his wife dying in San Francisco 
(he is broken-hearted by this loss, 
though this is the first time the 
| readerlearnsofthe wife's exis- 
tence). 

There are all the marks of 
sloppy writing. Although 
there are few actual il 
logicalities of the Anthony 
Cooper variety (who in his 
equally bad book Sanc- 
tuary has his hero write a 
memo explaining the 
reasons for something 
though he didnt 
understand the 
"whys" of it), there 
x are plenty of minor 





ball match between 
French: dEnglish 
turns, within a. page 
—  - otoa match between Fret 
add Anean And surely the reader | 
| has a right to expect an author to get his 
| 
i 













simplest facts right. Ching Wei likes or- 
chids because they remind him of female | 
genitalia, but the Frenchman. who 
breeds more than 500 varieties of these 
flowers (actually named from the Greek 


for testicle!) for him is continually sniff- | 


ing them because “each blossom exudes 
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Ev wants sex with his mama-san. | writer understand Japan 


But then the maternal aspects of Japan- 
ese bar-hopping hold little appeal for 
him. His love for Mariko comes to grief, 
however. The relationship was doomed 
from the start for several reasons, some 
| pear, others, more enigmatic. It is clear 
b inst local masculine pride, 
\ of which Mariko has to take 
| atleasta professional notice. 
But the main problem is 
Mariko herself. 

She is a bit like the | 
beautiful ghost in many 
No plays, physically real 
enough, but entirely elu- 

sive. As a mama-san she 





at the height of passion 
with Boon, “the spirit 
of the woman [wfs] al- 
ways as remote from 
him as her prickling 
flesh was close: never 


.  urely. he was driven wild." 

Later he finds out that "she had 
| loved him, she had loved other men, she 
| had deceived him as she had deceived 
them...” And yet "she had not misled 


him, for she lacked any direction. She | 


was simply opaque. He had not. under- 
stood her at all." | 





ices can help a sensitive 


a that Boon, asa foreigner, isup | 


belongs to all men. Even | 


able to have her en- | 


le- | the matador « cussing the bull out in his | 
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|! cut them off, and they too went in 
| opium business. Finally. we [thue 


| an about-face and cut us off, ref 
irritations: a foot- 
| we too had to go mto the opi 


| dence, shame versus guilt and sor 


sort to the opium r 
Same story with the Bur-Con 
they started out, backed by F 
they wanted to do was overthrow 
government in Rangoon. Then Pek ne 
th 


showed up to prevent the North” 
namese from taking over the entit 
gion, but then Washington sudd 


even acknowledge our opera 


to finance ourselves, ^ 
here.is involved with. opium, 8 
gives a hoot about the 
brought us all out here in the f 
For the rest, the pages are { 
| drugs, violence, sadism anc 
| Daniel is described as "a freel 
er residing in the Far East.” 
heard of mm and suspect | à] 










appears to be one of the v 
to have written a novel on Ja 
on real understanding. One v 
however, about the wisdom « 
ng: his insights by theorising... 

already plenty of books o 
of Japaneseness" (/ 1 
by Japanese and non-Japa: 
Not that Morlev's expositio 
familiar theories (culture af 

























is in any way wrong: itis just that he 
little new to say about them. 3 
Moreover, the fictional charac 
oon gets in the way, for ther 
p for his: Pas in these. i 
ical chapters. F a 
saying that “Boon icumed. this z 
‘Boon learned that.” One wonders; 
cidentally, why Morley chose to | 
behind Boon in the first place. Stic 
to the more conventional "I" 
have made the transitions from per 
narrative to theory more plausi 
But this aside, Morley has 
a fine book which explains far be 
how the Japanese tick than the er 
stream of Nihonjinron books, * 
have deluged us in the past f 
Morley's Japanese. are.n 
nor threatening carica 
veal a humanity common to us 
if, in their case, it takes 2 a few ¢ 
bring it out. 
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— | Au dela du ciel: cing ans chez les Khmers Rouges by Laurence Picq. 


Editions Bernard Barrault, 1984. Price not given. 


E think The Killing Fields tells the 
whole story of Cambodia's Khmer 
Rouge years, you are wrong. Now a 
French woman who spent five years in 
the entourage of leng Sary has added 


her testimony; and her view of the 
- Khmer Rouge elite could not be more 


chilling. 

Married to a Cambodian student in 
1967, Laurence Picq followed her hus- 
band first to Peking for five years and 
to liberated Phnom Penh in 
October 1975. With her two young 
daughters she moved into the Foreign 
Ministry camp known as Bl, where she 
was to remain a virtual prisoner until 
her flight from Phnom Penh four years 
later. 

Simply and with painful honesty she 
describes her transformation from an 
idealistic follower, eager to live with the 

ople and share their hardships, to à 

alf-starved automaton, afraid even to 
accept a gift of bread from the camp 
supervisor, for fear of falling into a trap. 
She was seg news bulletins 
claiming brilliant Khmer Rouge vic- 
tories as the Vietnamese surrounded 
Phnom Penh. 

While Ieng Sary and others in the 
Foreign Ministty of Democratic Kam- 
puchea have tried to claim ignorance of 
the killings and excesses, Laurence Picq 
calls it “the antechamber of death" — 
for many of the government's own parti- 
sans. 

She describes a self-confident Vorn 
Vet, vice-premier in charge of the econ- 
omy, being summoned to leng Sary's of- 
fice a few days before his disappear- 


ance. Others who were subsequently 


executed as traitors were promised 
promotions or sought-after trips to the 
countryside by the foreign minister be- 
fore they vanished. 

The passivity induced by hunger and 
isolation in a group of well-educated 
Khmers is one of the more frightening 
aspects of Picq's story. Many of the in- 
habitants of B1 were students or dip- 
lomats who had worked with the 
GRUNK (Royal Kampuchean Govern- 
ment of National Union) after the anti- 
Sihanouk coup of 1970. 

They returned to Phnom Penh under 
the illusion that they would be plaving 
an active role in rebuilding their coun- 
try. But by Angkars (loosely mean- 
ing the leadership's) decree the less 
trusted were restricted to Bl or other 
camps, where they did nothing but grow 
vegetables and attend political lec- 
tures. 

Picq does not mention a single at- 
tempt to resist or even question the wis- 
dom of Angkar, (read Teng Sary in this 


pae ee 


case). Instead, the group attached to B1 
strove to be worthy of Angkar and “the 
people” (whom few of them were ever 
allowed to encounter), to gain access to 
the councils of “the elders” and better 
rations. Hunger was used deliberately, 
Picq maintains, as a weapon to create 
dependence on Angkar. She describes 
the group's emotions at the prospect of 
a banquet to celebrate the introduction 
of the Communist Party: 

"Hunger haunted all our thoughts, 
but we felt guilty about admitting this, 
even to ourselves. Our bodies were 





| em 

leng Sary: ignorance of excesses. 

thus grateful to Angkar, which we 
were to call the party from then on. Its 
political line was just and clairvoyant. 
It was necessary to say it and to firmly 
believe it. We thought it and we said 
"1 


tydent friends, including ‘her hus- 

band, turned into pompous apparat- 
chiks, parroting the phrases of leng 
Sary. After a period of purges the 
foreign minister announced that they 
would institute a new style of demo- 
cracy in their unit: “For the true applica- 
tion of democracy, I will designate those 
who should speak their minds. Those 
who refuse to make use of this right will 
be immediately expelled. Choeun, what 
do you think?” 

The victim makes an appropriate 
answer: “As the party has given me the 
right to speak . . . I would like to say that 
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the party is great and luminous, that I 
am proud to serve it and that I beg that it 
will Show me my weaknesses in order to 
correct them." 

If this is the sensitive, intellectual 
face of the Khmer Rouge, I think I will 
take the crazed peasants. In this ac- 
count, in fact, the peasants appear as 
nothing more than the pawns of the in- 
tellectuals who designed the system of 
repression. 

The insanity within B1 raises a dif- 
ficult question. Was it really the bitter 
class hatred of the have-nots in Cambo- 
dian society, or the brutality of Nixon's 
bombing that brought about the Khmer 
Rouge nightmare? spur. e not more of 
the blame be shifted to th small group 
of fanatics who used the dislocation of 
Cambodian society to take control and 
impose their will? 

On the personal level there is an 

even more horrific side 
bc to Laurence Picq's story. 
"E The revolutionary morali 
espoused by the Khm 
Rouge separated her from 
her daughters. They were 
taught to forego bour- 
eois attachments and call 
er “aunt” instead of 
“mother”; one of their less 
*nlightened guardians beat 
them and locked them in a 
closet. 

Khmer Rouge chauvin- 
ism led her husband, Si- 
koeun, to torment and 
abuse her for being French. 
He tried to force her to 
confess to being a foreign 
spy, at a time when such an 
accusation meant almost 
certain death. When she 
was pregnant with a third 
child, he refused extra ra- 
tions for her, on the 

rounds that she should not 

e a burden to the colle 
tive.  Miraculously ti 
woman did not break but 
maintained the mental de- 
tachment and outward calm that 
seemed to be one way of proving inno- 
cence. 

Even after they were forced out of 
Phnom Penh and took refuge in Thai- 
land, Sikoeun did not soften. Their 
"long march" offered him new chances 
to prove himself. When their newborn 
son was dying from dyentery, he re- 
fused to take him to Aeadquarters for 
medical help. PicQfidally seems to have 
stopped making excusesXpr him at this 


point, admitting his ambitibg for what it 
was: 


“His mission exalted him and he 
exulted in it. To make it more sublime, 
he was ready for any sacrifice, and the 
most beautiful of sacrifices was that of 
his wife and children.” 

This ghoulish character is still 4 
Khmer Rouge diplomat. 

— Sophie Quinn-Jud 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes' world was 
peopled by the memories of those decades. 


It was a world of the hilarious .. . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was &world of the macabre...like the Teikoku 
poisoner assacred a bank's staff for a haul of 
US$800. 


s a world of the touching... like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Economic Review takes the reader on the 
with the original Barefoot Reporter. 
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two-day, cabinet-level meeting on 
FA China-Japan economic relations 
which was due to be held in Tokyo on 


pbs Raise Oto AES ath A 


* 
Pe 2 
"S 
4 1 
b 
j , 


5 AFFAIRS 
China’s buy-Japanese binge strains the relationship 


" Acrisis of plenty 


: . By Charles Smith in Tokyo 


30-31 July could turn out to be one of | 


the most critical sessions of its kind for 
several years, given the enormous gap 
in Japan's favour which has emerged in 
the two countries' bilateral trade since 
the beginning of this year. 

In 1984, rapidly increasing Chinese 
imports of consumer goods (ranging 
from cars to colour TV sets and from 
motorcycles to refrigerators), led to a 
50% jump in Japan's exports, and gave 
Japan its first surplus in trade with 
China since 1980. During the first half of 
this year, the same trends were dramat- 
ically intensified; Chinese local govern- 
ments and cities rushed to place orders 
for consumer products, taking advan- 
tage of an automatic-approval system 
introduced by the Bank of China (BoC) 
for the issue of letters of credit (LCs) on 
hitherto-restricted imports. 

China's craze for Japanese cars and 
TV sets led to a 107% increase in its im- 

rts from Japan during January-June, 
but exports during the same period rose 
by a modest 7%. China became Japan's 
second largest trading partner during 
the first half of 1985, the Japan External 
Trade Organisation announced recent- 
ly. In 1984 China was only the fourth- 
largest trading partner for Japan, rank- 
ing behind the US, Saudi Arabia and In- 
donesia. The Chinese market now ranks 
second after the US for the Japanese 
motor industry (following a 15-fold in- 
crease in car exports during the first 
half). A five-fold rise in shipments in 
January-June put China far ahead of 
any other market for colour TV sets. 

The resulting US$2.8 billion gap in 
Japan's favour for January-June was 
more than double that for the whole of 
the previous year and enough to cause a 


worryingly sharp fall- in, the level of 


China's foreign-exchange reserves. 
At US$11.2 billion at the end of 


- March, these reserves were still large 


enough to cover about three months' 
imports. However, the level had fallen 
by more than US$5 billion in a six- 
month period — suggesting China ur- 
gently needed to stem the massive in- 
flow of consumer goods from Japan. 

In late March the BoC did take ac- 
tion, suspending the issue of LCs for im- 
ports by provinces and cities of.most 
jm of Japanese consumer goods. 
(This was part of more generalised re- 
strictions on foreign-currency spending 
[REVIEW, 27 une]. When the issue of 


i 


LCs was partially resumed from June 
onwards, the Chinese authorities an- 
nounced a new special tax system for 
imported consumer goods that will 
make them far more expensive than be- 
fore. However, contracts that had been 
signed (and for which LCs had been is- 
sued) before these measures were taken 
remained valid and are believed to ex- 
tend up to the end of September. 
Taking these facts into account, Ja- 
panese trade analysts believe Japan's 
exports in the current half of this year 
may level off, but not enough to reduce 
the trade imbalance to anywhere near 


Japanese cars: 15-fold increase in imports. LY 


the 1984 level of US$1.25 billion. A 
surplus of at least US$4 billion in 
Japan's favour for the year is being fore- 
cast by one major trading company. The 
same company said China will almost 
certainly regard this as "unacceptable" 
— though what the Chinese can do 
about it is far from clear. 


fficials at the Ministry of Interna- 

tiónal Trade and Industry (Miti) 
who have been working on the agenda 
for the cabinet-level talks believe China 
will try hard to extract a promise that 
Japan will increase its imports sharply 
from China during the latter half of this 
year. 

But Miti (as well as a majority of pri- 
vate-sector trade specialists), appears to 
feel that it will be almost impossible to 
buy significantly more from China in the 
short term. China's exports of farm pro- 
ducts (including raw cotton and cattle 
feed) have grown quite rapidly in the 














past few months; but problems of qual- 
ity and “reliability of supply" are cited 
by Japan as obstacles to further sus- 
tained increases. 

Crude oil is another sector in which 
China seems anxious «o step up 
supplies, But Japanese el&ctric-power 
utilities, which are almost the sole con- 
sumers of Chinese crude, apparently 
have more than enough for the time 
being. Aside from petroleum products 
such as naphtha (a relatively new import 
item, which has grown sharply during 
the past year), there seems to be little 
else that China can hope to sell to re- 


AP 





dress the imbalance — or, at least, little 
else that Japan is willing to buy. 

A further problem with importing 
from China which bothers some Japan- 
ese trade officials is that stepping up 
purchases in almost any product area 
implies a reduction of imports from 
some other source. In the case of farm 
products, the Chinese drive to increase 
shipments to Japan is a direct challenge 
to the US, which curren holds a vir- 
tual monopoly of the Japanese market 
for products such aGoYgbeans. 

Diversifying supply soUces so as not 
to be at the mercy of one p*yucer is a 
common policy objective in Japyer set 
if the existing producer happens to be a 
major buyer of Japanese goods which is 
itself fretting about its bilateral trade 
deficit, the policy can involve embar- 
rassing side effects. 

Even if Japan were ready and willing 
to buy more from China at presen 
some Japanese businessmen claim 
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would be physically impossible for it to 
do so. China's ports, as well as its coastal 
railway system, are said to be hopelessly 
clogged with Japanese imports and in no 
position to handle a greatly increased 
outward flow of shipments. Improve- 
ments in infrastructure will enable 
China to ship out far greater quantities 
of farm products to Japan and other 
markets; but this is a task that will take 
years rather than the months that will be 
the time frame for the cabinet-level 
talks in Tokyo. 


G iven the lack of scope for balancing 
bilateral trade by increasing imports 
from China Miti seems resigned to the 
view that trade between the two coun- 
tries must undergo some downward ad- 
justment, at least in the short term. 
However, neither Miti nor private-sec- 
tor traders seem ready to accept this 
situation as being in any way the fault of 
Japan. Miti sees the deluge of Japanese 
consumer-goods imports into China as 
being largely a result of irresponsible 








REVIEWGRAPH by Andy Tang 
management by China of its foreign-ex- 
change resources. 

Private analysts, while broadly 
agreeing with this view, offer a slightly 
broader-based analysis of what has been 
happening. According to one source in 
a major trading company, the Chinese 
Government deliberately boosted con- 
sumer-goods imports from Japan during 
the period from July 1984 onwards as a 
means of absWbing excess supplies of 
money which hiXLbeen generated by the 
overheating estic economy. 
Importagfy the central government, 
wevegs Vere never meant to exceed 
more than US$2 billion or so over a 12- 
month period. What caused the situa- 
tion to get wildly out of hand was an 
"orgy" of importing by local authorities, 
who saw Japanese consumer goods as a 
means of raising funds quickly for local 
development programmes. 

Japanese sets, to take just one 
kample, are priced from Rmb 1-2,000 
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(US$350-700) on China's domestic mar- 
ket, depending on screen size, which 
means that the importer can expect to 
realise a profit of 80-90% on the fob 
price charged by the Japanese exporter. 
Some Chinese regional authorities seem 
to have allowed the opportunities af- 
forded by this situation to go to their 
heads, indulging in wildly speculative 
importing of consumer goods which 
were then “re-exported” to other pro- 
vinces. 

The most notorious example of “en- 
trepót" trading cited by Japanese trad- 
ing companies is that of Hainan Island, 
a special development region which 
forms part of Guangdong province. Ac- 


cording to one Japanese trading-com- | 


pany source, Hainan used Overseas 
Chinese funds to import 70-80,000 Ja- 
panese cars and trucks between the 
summer of 1984 and early this year. 
Fewer than 5,000 of these were retained 
for use in Hainan; the remaining vehi- 
cles were for sale elsewhere in China. 
A final reason for China’s hectic im- 
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Raw cotton: rapid growth in exports. 





porting of Japanese consumer goods 
which is cited by Japanese analysts is the 
existence. of hidden savings among 
Chinese private households. Standard 
wage levels for Chinese workers still 
range from Rmb 60-70 a month. How- 
ever, Japanese analysts believe families 
with two or more wage earners have 
been able to save at least half their in- 
comes for at least the past decadeewhile 
wealthy farming communities may have 
saved far more. 

The implication of this for Japanese 
consumer-goods exporters would seem 
to be that pent-up demand for TV sets 
and cars still exists in China at the retail 
level. Exactly how and when this is 
likely to be released again in the form of 
consumer-goods imports is a key ques- 
tion for many Japanese industries. 

The most popular answer to the 
question would seem to be that China 
will not easily turn on the import tap 
again for finished goods — at least not 
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to the same extent as in the latter half of 
1984 and the first six months of this 
year. However, companies which shoWe 
willingness to ship products in CKD 
(completely knocked down) form for 
final assembly in. China should still 
enjoy good business opportunities — 
especially if they are willing to become 
involved as joint-venture partners in 
local assembly operations. Seen against 
this background there should be con- 
tinuing trade opportunities for the Ja- 
panese motorcycle industry, three of 
whose four top makers are already ex- 
porting CKD kits to China. 

Makers of four-wheelers have been 
considerably more cautious to date, os- 
tensibly because of doubts about the 
small scale of China's domestic car in- 
dustry. But Daihatsu Motor, a member 


| of the Toyota family of companies 


which specialises in small cars and vans, 
embarked on a light-truck assembly 
project late last year. Larger Japanese 
car and truck makers, while playing 
their cards extremely close to their 
chests for now, may well take the plunge. 


utside the area of consumer dura- 

bles, there seems to be a continuing 
bright future for sales of production 
goods to China, such as steel and 
machinery. Japan's steel industry 
scored a "modest" 49% increase in its 
sales in the first half of this year and ex- 
pected to sell as much or more in the 
second half. 

China’s attempts to upgrade its 
domestic steel industry by the renova- 
tion of the many small and medium- 
sized steel plants built in the 1950s and 
1960s could eventually cut into these 
sales. But, with steel consumption sche- 
duled to more than double over the next 
15 years and with domestic output fall- 
ing at least 20% short of consumption, 
Japanese steel makers feel they are safe 
for the time being. 

China's immense need for Japanese 
manufactured goods and still more 
for Japanese technology — seems likely 
to keep the two countries on reasonably 
good economic terms for some time to 
come. But even normally cautious Miti 
officials accept that what has happened 
in the past six to nine months represents 
something like a crisis in the relation- 
ship. Miti implies that it is up to China 
to get its act together and prevent its 
local authorities from running amok in 
Japan's export market 

China's authorities might be justified 
in taking à rather different view. The 
400-odd Japanese trading companies, 
ranging from very large to extremely 
small, which compete to sell goods to 
China have not exactly been exercising 
self-restraint during the past year. A 
slightly more responsible attitude on the 
part of traders might have prevented the 
two countries economic relationship 
from getting into a state which one 
trading-company source described as 
“ridiculously out of corftrol. " ü 
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tionism, simply less income for the 
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| By Bruce Roscoe in Tekyo 
| rom an official Japanese viewpoint, 
| F for the European Economic Com- 
—| munity to assail Japan over a lack of 
- market access is a lot like the pot calling 
the kettle black. Japan's average tariff 
rate on manufactured imports is much 
lower than the EEC figure, and in 
| Europe Japan is not remarkable for the 
_| tariff barriers it erects to keep farm-pro- 
| duct imports at bay. As for non-tariff 
barriers, which include quotas, many of 
Japan's are less restrictive than those of 
several EEC members. 
i Not surprisingly, then, Japanese 
| Prime Minister Yasuhiro Nakasone, 
during his 13-20 July European tour, ap- 
| peared to make a point of stressing that 
"the onus for correcting the EEC's ap- 
proximately US$10 billion trade deficit 
- with Japan lay squarely with European 
exporters. In Paris, for example, 
Nakasone used arguments similar to 
those in his 9 April TV address, which 
—|- was directed principally at Americans: 
just as Japanese companies had 
thoroughly researched the culture and 
| business climate of export markets, 
| Europeans who wanted to sell to Japan 
= should look closer at what makes Japan 
tick. 
W While advice of this nature is un- 
— | likely to impress much of Europe, it has 
| become an important ingredient in 
| Nakasone’s response to mounting 
| foreign criticism over Japan's trading 
| policies. It also mirrors a more-confi- 
| dent Japan's reluctance to turn the 
— other cheek when the criticism turns 
| into open attack. But this attitude ap- 
4 Eure only to exacerbate a wounded 
_ European business ego. 
Nakasone did not offer the EEC any 
new trade concessions this time. In 
Brussels he did explain Japan's recent 
decision to cut tariffs on about 1,800 
items by 20% and simplify a range of im- 
rt procedures. These are part of 

— Japan's three-year action programme to 
—] boost imports. The remainder of the 
e lan was to be announced at the end of 
uly. Results from these steps, how- 
| ever, cannot be expected to show for at 
| least two years, and even then a rise in 
‘imports is far from guaranteed. In the 
interim, it appears certain the EEC's 
- trade deficit with Japan will grow. 

Although he will not be bringing 
much good news back to Tokyo, 
Nakasone at least won broad European 
support for a further round of multilat- 
eral trade negotiations, which at first 
the EEC had tended to oppose. 

But there are considerable differ- 
ences between the US and the EEC on 
the best styée of negotiation. Mainly, 
-| the EEC wants to commit Japan to a 
| fixed negotiating timetable and dead- 
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ü | Criticism of Japan's trade policies rises within the EEC 


line for concessions, while the US seems 
willing to let things drag on in a process 
of “rolling” negotiations. 

EEC officials in Tokyo say the seven 
mic VAM ip packages Japan has de- 
vised in the past three years have done 
little to help Europe. And items of es- 
sential importance to Europe, such as 


chocolates and leatherwear, were ex- 


cluded from the latest tariff cuts. 

They also dispute Japan's interpreta- 
tion of trade figures which suggest 
Japan is buying more from Europe. Ja- 
panese Ministry of Finance (MoF) fig- 
ures indicate Japan's trade surplus with 
the EEC shrank by about 3% from 1983 
to 1984, or from US$10.4 billion to 
US$10.07 billion, and that imports rose 
by 14.9% to US$9.3 billion. But these 
figures include Japanese purchases of 
South African or Soviet gold transacted 
in London, which jumped from US$479 
million to US$791 million. Japan calls 
this gold a European-manufactured 
product. The other distortion results 
from a resumption of Danish pork ex- 
ports to Japan, which had been banned 
after an outbreak of foot-and-mouth 
disease. Minus the gold and the pork, 


Delors; Nakasone: commitment to change. 


the EEC says its trade deficit rose from 
US$11 billion to US$11.18 billion. 

The EEC has stopped its trade de- 
ficit with Japan from exploding by re- 
sorting to the type of protectionist mea- 
sures now being threatened by the US 
Congress. Japan has had to restraifl ex- 
ports of video-tape recorders (VTRs), 
machine tools, quartz watches, forklift 
trucks, TV sets, motorcycles and cars 
since 1983, as well as face higher tariffs 
on compact-disc players and VTRs ship- 
ped to EEC countries. But exports are 
still outpacing imports. 

EEC trade officials insist Japan 
should do much more than cut tariffs to 
effect a turnaround. They say lower 
tariffs in Japan do not mean less protec- 





zero, according to the EEC view, the Ja- 
panese distribution, retail and industrial 
system would continue to inhibit im- 
ports. Structural changes are needed in 
these systems to allow foreign goods 
freer entry. But unlike the US, the EEC 
is not about to begin negotiating case- 
by-case concessions. 

One step Japan could take, which 
EEC officials believe would greatly 
facilitate imports, is to let Japanese 
supermarket and  department-store 
chains set up more branches throughout 
Japan. Many of these stores bypass the 
big trading houses to iX port a wide 
range of consumer goods Dut the gov- 
ernment limits their expansion in order 
to protect smaller retailers. 


> Shada Islam writes from Brussels: 
Japanese Prime Minister Yasuhiro 
Nakasone’s European tour clearly did 
little to ease Tokyo's increasingly tens 
trade relations with the EEC. Commor. 
Market officials — and officials in 
Rome, Paris and Brussels — are still 
seething with irritation at the EEC's 
US$12 billion trade deficit with Tokyo. 
But the visit at least flattered Euro- 
pean leaders and appeased EEC fears 
about not Being taken seriously by 
Japan. $ 

The Japanese leader also seems tọ 
have convinced his European counter- 
parts of what EEC officials 
describe as his “strong 
commitment” to change 
Japans much-criticised 
trading policies. So he may 
have succeeded in laying 
the foundations for closer 
ties. 

Jacques Delors, the 
EEC Commission presi- 
dent, is clearly one 
policymaker who was im- 
pressed by the Japanes 
premier's promises of imr 
minent change in Japan's 
trading behaviour. "My 
commission colleagues 
and I believe in Naka- 
sone's good faith,” he 
stressed after his two-and- 
a-half-hour meeting with Nakasone in 
Brussels. *We also recognise the prob- 
lems he faces in trying to change Japan- 
ese behaviour and mentality." 

The meeting, said ors, had con- 
vinced him that the nese leader was 
as worried as E Mover Japan's 
"marginal" international rai 

Delors, who adopted à C 
ciliatory x. didis during his talks with 
Nakasone than initially expected, insists 
that “the Japanese premier did not come 
here to bargain with us, and we did not 
present him with any shopping list o 
catalogue of detailed demands." Bu 
Delors' message was clear: Japan mu 
increase imports of European manufz 
tured products and farm goods. 
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? oil majors prepare to 
again in China © 






Nancy Langston in Peking | 
hina should be somewhat heartened 
' by the interest of foreign companies 
¿the second round of bidding for 
offshore oil-exploration contracts. De- 
spite disappointing results in the oil 
search, and a controversial model con- 
tract remaining virtually unchanged, all 
t a half dozen of the companies that 
rticipated in the first round submitted 
bids for at least one phase of the second 
d. 
A total of 23 companies grouped into 
€ consortia will negotiate with the 
a National Offshore Oil Corp. 
JOC) for exploration rights in 
dotting the Pearl River mouth 



















































) and the south Yellow Sea (43,000 
2). Drilling data for 14 wells was 
lable for purchase from CNOOC at 


s had their own seismic surveys left 
from the first round of bidding. 





| Correspondent in Rangoon 


fter two decades of stagnating inter- 
national trade, during which 
ma's imports and exports fell in ton- 
e terms, changes in international 
nsport methods and an expected 
^o increase in foreign trade by 1990 
ave spurred the preparation of a major 
lodernisation project for the Port of 
goon. Longer-term plans for a new 
rnational port are also being formu- 
ated. 
_ In a rare interview with a foreign 
ournalist, a senior Burma Ports Corp. 
BPC) official said funding for a moder- 
tion programme for the Port of 
angoon has been arranged and the au- 
hority is choosing project consultants. 
are still being developed for a 
ort 8 miles downstream from Ran- 
on at Thilawa, which would be about 
same size as the Port of Rangoon 
d is expected to handle Burma's for- 
rade expansion into the next cen- 








he US$97.5 million Port of Ran- 
1 modernisation programme . calls 
construction of a 10-acre- 
on the Brooking Street d 





cks area 





t of the South China Sea (50,000 


$180,000 though many of the com- 


container 
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The other phase of the second round 
consists of the eastern. part of the 
Yinggehai Basin in the South China Sea 
(13,000 km2). Twenty-eight oil com- 
panies, by purchasing a US$90,000 
package of data qualify to submit 
(though not necessarily will) a bid pro- 
posal on 5 September. The area is in the 
vicinity of a large gas discovery in 1983. 

For now, the action will commence 
with negotiations for the Pearl River 
and south Yellow Sea area. Oilmen ex- 
pect they will be called in for a “bid 
evaluation” session in mid-August. This 
is a preliminary meeting before official 
negotiations, says one oilman about the 
sessions. “It’s the Chinese saying, we 
know what you bid but what do you 
really want to bid.” According to Tang 
Peiji, CNOOC deputy director: “We 
expect to sign contracts within this 
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opposite the, Strand Hotel in central 
Rangoon. The site has two wharves 
which now handle breakbulk freight, 
but both breakbulk and containerised 
freight will be handled at the two-berth 
quayside once the container yard pro- 
ject is completed. Construction is ex- 
pected to take slightly more than two 
years and will be undertaken bv the 
state-run Construction Corp. Work was 
originally expected to begin at end- 
1984, but a delay in choosing the pro- 
ject consultants held up ground break- 
ing. 

“The official said the World Bank’s 
soft-loan arm, the International Deve- 
lopment Association, will proyide 
US$50 million of the projéct cost while 
the balance of US$47.5 million is to be 
raised by the BPC. The main user of the 
new facilities is expected to be the state- 
run Burma Five Star Shipping Corp., 
with a fleet of semi-containertsed ves- 
sels on monthly services to Britain/ 


northern Europe, Japan and. North - 


America. 


necessitated bya rapid increase in tl 
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__. The modernisation project has been |. 


service. However, the wharf 









ot Stet h rere mrmanana n 


REVIEWDRAGRAM by Andy Tang 
year or the first quarter of next 
year.” 

“When: the second rougd of bidding 
was announced, CNOOC Momised that 
terms would be more favourable to 
the oil companies. According to oil | 
executives, the model contract for the 
second round differs only in two. re- 


spects: royalty fees and personnel 
wages, | 


» China will waive the 12.5% royalty 
fee on total annual production or 
fields producing under 1 million tonnes | 
a year (20,000 barrels a day or bpd). 
This move is to encourage companies | 
to develop small and medium-sized. | 
fields, reflecting China's concern that | 
its energy production is lagging beh 
demand. Between 1980 and 1984 actual 
growth in oil production was only 1.895. 
The target for 1985 is 124 million ton- 











use of containers in international freight | 
transport. The first container to arrive | 
in the port was carried in by a Burma 
Five Star Shipping Corp. vessel four 
years ago. Of the 2.7 million tonnes 
of cargo handled by Rangoon port | 
in the 1982-83 fiscal. year (ended 31 | 
March). only 10,962 tonnes were con- | 
tainerised. " T 
Total container traffic at the port is 
still relatively small, amounting to 1,532 
TEUS (20-ft equivalent units, the stand- 
ard measurement of container cargo) in 
1982, 995 TEUs in 1983 and about 1,000 
TEUS last vear. The new container yard 
has been designed to hold 1,350-FEUs 
at any one time, with reefer facilities 
(clectrical-power supply for refriger- 


ated containers) for 54 TEUSs. 
G iven the sharp increase expected in 
Burma's foreign trade in the next 
five years, the container yard will have 
the capacity to handle 22,9300 TEUS an- 
nually by 1990. Ships’ ggffr will be used 
initially for loading | 
tainers from vessels, Dut 
to buy several six-ton quay @ 
place the three-ton models pr: 
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vharf. area will 
have to be.strengthened to support the 
heavier cranes, © 

. The container ya 


rd. will. include a 


it station.close to. | 
g and unstu 






























scale ‘of wag be p: 

| staff. This was not in the first 
model contract and one oilman says 
|. that while the listed wages are subject to 
` negotiation they represent slightly more 
than a 1096 increase over current wages. 
r "TEW obtained a copy of this 
a ble. Clauses in the contract call for an- 






















< the expatriate employees." In addition, 

certain high-ranking Chinese employ- 
ees will receive an additional US$255 a 
month for meals and daily transporta- 
tion. Chine employees are provided 
by CNOO€ and only see a fraction of 
the wages paid, the rest being remitted 
to the state. 


he real concessions, if any, will 
| emerge after the bidding negotiations 
1.shares in production, and the 
imount of the so-called "contribution 
fee." CNOOC's Tang said the contribu- 
tion fee would be aimed more at obtain- 
ing technical training for employees 
than in receiving high-technology goods 
such as computers, medical equipment, 
and other oil-related state-of-the-art 
| items. Already, oil companies groan 
i under fhe expense of tfie training re- 
| ts démanded by the Chinese. 
nclude training overseas, provid- 















ine owried lorries capable of hauling the 
| containers outside the dock area. While 
je lorry shortage is not expected to 

















ioted that the Ministry of Industry has 
plans for some containers to be moved 
from the container-yard area for stuff- 
ing and unstuffing. 


. rubber-tyred gantry cranes to be bought 
by international tender to move con- 
ner boxes around the yard. An unde- 
ed number of tractors, trailers 
forklift trucks will be acquired as 
well. The official remarked that existing 
_ railway lines at the rear of the container 
yard will allow container boxes to be 
moved on flat-top rail wagons in future. 
Currently, Rangoon port has 13 in- 
ternational general-cargo wharves, in- 
cluding the two earmarked for the con- 
tainer-yard project. The draft at the two 
| wharves ranges from 29 ft at high tide to 
| just 11 ft a%jlow tide. Ships of up to 











+ 10,000 dwt c ck at high tide. How- 
|. ever, the B to dredge the area 
| to 15 ft k the present river bed, al- 


Ssels of up to 15,000 dwt to 
t high tide. 
| The official said discussions with 
:*| World Bank experts are expected to 
3 centre on how BPC can improve access 
for shipping into Rangoon port. The of- 
un that riverbed gredging 
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| nual increases "by reference to progres- | 
+ Sive increases of salaries and wages of 


T change in the short term, the official ^ 


Project plans also call for two 40-ton,. 
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ae ,000 bpd that has been " 


. mese Government, 


up ani 


An oil company estimates 
that US$300,000 a year is 
budgeted for training pur- 
poses. Tang, when asked 
about these complaints 
said: "I don't think oil- 
men complain about train- 
ing. This is an interna- 
tional practice. Once they 
find oil, they want to find 
local help because it is 
cheaper and they [the oil 
companies] are better off 
if the people are train- 

Results so far from the 
45 exploratory wells sunk 
in the first round have 
hardly been  dazzling. 
Esso China savs one field 
is testing at 3,200 bpd. 
The company has com- 
pleted a third seismic 
study, now under evalua- 
tion; though it has not 
sunk an appraisal well. 
Phillips Petroleum has hit 
upon a find of nearly 





tested in three zones. The $ .— 
company is still evaluat- 8 - 
ing the data. : 
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mouth on the Gulf of Martaban) is 
needed if access for larger vessels is to 


be provided. Dredging will also help. 
‘provide access for larger vessels to the | 
proposed port at Thilawa. Although 
this project is still in its initial planning 
-phase, consultants are expected to be - 


chosen shortly for a feasibility study and 
to help in planning. 

The BPC intends the port to handle 
vessels of up to 15-20,000 dwt. "We are 
planning a new port 8 miles downstream 
from Rangoon for after 1990," the offi- 
cial said, "This will have wharves for 13 
vessels and will be about the same size 
as the Port of Rangoon. We are discuss- 
ing this project with the World Bank. 
We hope it will be in use by 1990." 


he choice of Thilawa for a new inter- 

national port has been made both be- 
cause of the lower level of siltation than 
at Rangoon and because the hinterland 
is a developing industrial area. Several 
factories, including a Czechoslovakian- 
built rubber-tyre factory, are under con- 
struction or have been built in the area. 
Road and rail links, including a bridge 
built by the Chinese Government con- 
necting the industrial area with Ran- 
goon and the rest of Burma, could also 
be used by the port for freight transport 
to and from the docks. Thilawa is there- 
fore an economical choice for the Bur- 
as transport and 
hinterland infrastructure is being set 
way and SO wil not. be part 





of the overall port-con 

Many details — includ 
gree the port will be 
have yet to be decided 
Burma's foreign trade e 
expanded sub H 
port will probably be des 
an assortment of cargo 

The Port of Rangoon i 
programme is expected tc 
of Burma's international 
ing containerised. The 
feasibility study conducte 
dicated that all foodstuff i 
be containerised along wi 
machinery and transport ¢ 
ports, 30% of construction-m: 
ports and about 75% of other gi 
cargo imports, The study also sa 
of exports, half of all grain shipme 
including maize and animal feed, 
be Pu a ie with 3095 of 
timber, 2595 of jute and rubber, 
mineral sports and 80% of Bu 
other general-cargo exports. 

The provision of reefer facil 
the new Rangoon port contam 
are expected to be used init 
least, for export cargo only. Tr 
used by the Department of Fishe 
equipped with freezer-storage T 
and catches taken for CEDE 
prawns and other hig 
Pom the tr are ex p | 
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The growing squeeze 


Despite expansion, Qantas may get a smaller slice of the pie 


By Hamish McDonald in Sydney 

ustralia s government-owned na- 

tional carrier, Oantas Airways, has 
become cash-rich, with record earn- 
ings in its latest year. But it will need 
those resources to face a un squeeze 
on earnings, resulting from the depre- 
ciated Australian dollar and possibly 
= fare war on Pacific routes to the 

S. 

At the same time, Oantas is taking 
delivery of a new fleet of medium-sized 
Boeing 767 aircraft — which should 
allow it to broaden its penetration of 
Asian markets, by linking smaller Aus- 
tralian cities to the big regional tourism 
and business-traffic destinations. 

Qantas chairman J. B. Leslie an- 
nounced a record pre-tax operating pro- 
fit of A$62.7 million (US$44.2 million) 
for the year ended 31 March, a rise 
from the previous year's A$58 million 
profit and marking a further climb 
away from the A$47.6 million loss of 
1982-83. 

In addition, the airline recorded an 
extraordinary gain of A$149.1 million, 
chiefly from the sale of six older-model 
Boeing 747s for well above book value. 
After-tax operating profit came to 
A$147.8 million, of which only A$11.2 
million will be paid as a 7.5% dividend 
to its Canberra owner. 

This cash gives about A$110 million 
to be ploughed back into paying for the 
nine new aircraft being added to the 
Qantas fleet. Three Boeing 747s with 
extended upper decks have entered ser- 
vice since November 1984, while the 
first of the six Boeing 767 extended- 
range versions has just been handed 
oyer with the rest to be delivered by 
March next year. 

Additional funding comes from a 
US$140 million 10-year Eurodollar 
bond issue, while a leveraged lease pay- 
able in yen and sterling covers the three 
jumbos, and US Export-Import Bank 
finance covers much of the Boeing 767 
purchase. Qantas chairman Leslie said 
the US$700 million or so orders were 
Buy hedged. 

he changing rate to the US dollar 
hit Qantas hard from the first quarter 
(April-June) of its current year, since 
payments for fuel — accounting for 
about a third of costs — are linked to the 
US dollar both in Australia and over- 
seas, and are due immediately. Barring 
a significant rebound by the Australian 
dollar, the fuel bill for the year will in- 
crease by A$80-90 million over last 
year's A$345 million. 

Qantas executives said outbound de- 
mand had softened because of a 7% ex- 
change-rate levy on fares, as well as 
Australians’ generally weakened pur- 
chasing power abroad. Inbound traf- 

a 


9%, 


fic, particularly from the US (up 22% 
last year) and Singapore (up 14%), has 
been growing strongly — to the point 
where it now accounts for about 50% of 
traffic. Foreign-currency sales are help- 
ing compensate for cost increases re- 
lated to exchange-rate movements, 
though lagging behind by about three 
months. 

With the Australian Government 
proposing a general 12.5% tax on ser- 
vices, Qantas and international airlines 
operating here are concerned about a 
further dampener on foreign travel - 
though they point out that one result 
would be widespread use of offshore tic- 
keting. 

Much of last year's profit increase 
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Boeing 767: broader penetration of Asian market. 








| Transport Ministry to be 
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JAL has been widely seen as the stick- 
in-the-mud, reluctant to respond to the 
booming tourism trade. While fleet 
structure is seen as one factor, high pro- 
fitability from what has been a business- 
man's route until recently provided lit- 


| tle incentive to switch more to a lower- 
| yielding tourist-based traffic. And until 


recently Japan's Ministry of Transport 
had been content to let JAL set the 
pace. 

A visit by Japanese Transport 
Minister Tokuo Yamashita early in July 
indicates the Japanese Government 
is now taking a firmer grip on the 
control column, On his return to Tokyo, 
Japanese newspapers reported the 
favour of 
three new flights between the two coun- 
tries. 

If approved in negotiations between 
JAL and Qantas set down for 8 August, 
these flights would inaugurate two new 
links, using the new Qantas Boeing 767s 
in a joint operation. One 10-and-a-half 


TIHILIILIAL 


RON FICHARDSON 








was due to high passenger and cargo 
loads, with traffic vields actually drop- 
ping. Rising costs will continue this 
trend and give Qantas a strong incentive 
to increase capacity as well as generate 
more business overseas to offset cur- 
rency losses. 


A: agreement with Japan gave Qantas 
and Japan Air Lines (JAL) a fourth 
Boeing 747 weekly service on the 
Tokyo-Brisbane-Sydney route from 
April. In October, the two airlines will 
inaugurfte a joint all-cargo flight each 
week, which will allow Qantas to re- 
place three of the four “combi” (passen- 
ger/cargo) versions of the Boeing 747 on 
the route with all-passenger models, 
adding 80% more seats. 

Even so, Qantas and JAL are under 
strong pressure from Australia’s 
tourism industry to increase capacity 
even further. In Japan, Australia is 
eyed by domestic carrier. All-Nippon 
Airways (ANA) as a prospect for break- 
ing JAL's grip on international ser- 
vices. 





hour flight. — almost the limit of the 
plane's endurance — would link Tokyo 
and Perth, where Japan has many re- 


| source-related connections. The other 





two flights would bring Japanese visit- 
ors into the North Queensland city of 
Cairns, eliminating the need for 
backtracking from Brisbane or Sydney 
to reach resorts on the Great Barrier 
Reef 

ANA does not seem to have 
achieved more than token access, avia- 
tion sources said, It has been given ap- 
proval to run one “affinity ggarter" (car- 
rying a genuine group ng# just formed 
for the purpose) ir rth, and like 
other airlines will be 
consideration for other incl 
to places not covered by existi 
vices. This is unlikely to develop great- 
ly: ANA was recently given permission 
to run six charters into Cairns, but Ja- 
panese tour operators felt that without 
familiar and well-served destinations 
such as the Gold Coast, the trip would 
not sell. 


Meanwhile, the 210-seat Boeing 767 
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will let Qantas match services more 
closely to the demand on the lighter 
Asian and Pacific routes. It will fly to 
New Zealand’s smaller cities from Syd- 
ney and Mees offering a 
daily service instead of less-frequent 
jumbo flights, as well as to Noumea and 
Port Moresby. North Queensland will 
be linked east to Honolulu (from 
@airns) and Auckland (from Towns- 
ville). Qantas is also expected to resume 
flights into Kuala Lumpur for the first 
time in years. 

The aircraft will be a useful feeder 
into the massive route to Europe, flying 
between smaller Australian cities such 
as Adelaide, Darwin and Townsville 
and Singapor, which has become the 
Asian hub for the airline, linking 18 
flights from Australia with 10 high-ca- 
pacity flights on to Europe. 

Negotiations with Singapore seem 
likely to result in Singapore Airlines 
gaining up to three more Boeing 747 

'rvices into Australia on top of its 10 

«sting runs, one each to Perth, 
Adelaide and Melbourne, Sydney and 
Brisbane. In return, Qantas hopes to 
gain three further transit rights and one 
terminating flight. 


he most worrying blip on the Qantas 

radar is a new outbrealeof fare war- 
fare on the Austealia-US routes, follow- 
ing the planned United Airlines re- 
placement of Pan-American Airways 
on Pacific routes. Concern has 
deepened with the merger of the other 
US carrier on the Australia run, Conti- 
nental Airlines with Trans World Air- 
lines, which has been Qantas' partner 
in US feeder services. 

United and Continental are expect- 
ed to cut prices heavily on trans-Pacific 
fares. This will be aimed not only at US- 
bound travellers. By offering dis- 
counted travel onwards to Europe, the 
US airlines will come close to match- 


E the fares offered on the traditional 






stward route through the Middle 
ast — and will no doubt be playing 
on fears of hijacking on the alterna- 
tive. 

Qantas, which stops at the US West 
Coast, is searching hurriedly for a new 
US partner which can match its two ri- 
vals in its US network and Europe con- 
nections. American Airlines seems the 
logical choice. Not allowed to fly on 
domestic routes in Australia, it cannot 
counter with @it-price feeder travel in 
its own base. 
Leslie said 








à is not rattled by 
the prospect" GiVen a fair and equal 
opportunityBve can compete with any- 

"body -4e said. "There has been a fare 
war for 20 years in the Pacific." At the 
same time, he points out that the South 
Pacific represents only 1% of United 

Airlines’ business, against 30% for 

Qantas. That makes the odds fear- 

omely uneven, and Qantas is probably 

pping United will find more lucrative 
lorities. 
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Ansett seeks airspace ' 
Mounting a challenge to big brother ern 


Fo years, Australian transport baron Sir Peter Abeles,has dreamed of 
spreading the wings of his half-owned Ansett Airlines beyond Australian — 
shores. "7 
Under decades-old aviation policy, that right has been reserved for the 
state-owned national carrier, Qantas. Not that Ansett has an uncomfortable — — 
market position: main domestic routes wm at least —— underthe — 
overnment's “two-airlines policy" to a duopoly co i by bin 
rans Australia Airlines and Ansett, owned in equal iore Ai 
Thomas Nationwide Transport (TNT) and Rupert Murdoch's News Corp. — — 
So far, the two domestic carriers have been allowed to fly only thelow-vol- — - 
ume international routes that Qantas has not been equ to fly. At present, —— 
this is confined to the Hobart-Christchurch run. ee 
The emergence of small independent nations in the Pacific islands gave — - 
Abeles another route. Ansett has — chased management contracts _ 
for the new airlines some states have set up. It gained Air Vanuatu, but E 
this vear lost a battle with Qantas to take over operations of Fiji's insolvent | 
Pacific. i 
Abeles has not given up. In quick succession this year he has ordered eight 
new Airbus 320 wide-bodied aircraft, with options on a further nine, 12 Boe- 





Murdoch; Abeles: expansion based on air-charter. 





ing 737-300 jets, 22 Fokker F50 turboprops and two British Aerospace 146-200 — 
short-takeoff jets — up to A$1.8 billion (US$1.3 billion) worth of equipment, 
mostly on lease. 

The Boeing 737s will replace older and noisier models now in service, and 
the F50s, the venerable F27s used on feeder routes by Ansett and regional af- — 
filiates. The Airbus 320s are far in excess of expansion needs in Australia for —— 
Ansett's present 28-jet fleet. ye 

Abeles’ plan is to build up his international air-charter business in a big —— 
way, using a Seattle-based iate of TNT and News Corp. called Corsair. — 
Ansett's surplus aircraft are being leased and sold through Corsair toa variety —— 
of customers, chiefly in North and South America. 

The Hungarian-born businessman — who has extended TNT's shipping 
and trucking businesses to North America and Eu (and who in June led an 
Australian tran -industry mission to China) recently this had been his 
aim all along. “We don't want to own airlines all over the world," he said. “We 
want to concentrate more on management of equipment and rent equipment 
with added services." 

While in China, Abeles said he offered US$250 million worth of 
Ansett aircraft, with credit for US$125 million of the sale provided at 10% 
over an eight-year term and the other US$125 million to be covered by a barter 
deal. Chinese aviation authorities have not yet responded. i! 

Airline industry sources comment that leasing is a lucrative but risky busi- 
ness. *Currently it's very profitable, but a few years back Arizona was covered 
with parked planes," one executive said. Abeles, who has said he wants to do 
with transport what Murdoch has done with media, is not one to back off a 
gamble. — HamisR McDonald — 
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ur search for capable suppliers and 
ew products should start with a visit. 
3 the CETDC Export Products Dis- 
ay Center & Mart. Within. our 
000 sq. meter facility, you'll find 
nt displays from 1,800 care- — 
“selected manufacturers and ex- 
plus 150 full-scale show- 





where else can you find such a - 
i range of Taiwan-made E 
roducts under one roof. : E 
sation: Taipei Sungshan Airport, 
Taiwan, R.O.C. | ; 
about a 10 minute drive 
- from Taipei's business 
district - 





n Saturday 09: 0012: 00. 
ja iuary 1, 1986, we'll be moving 






constructed Taipei World Trade Center 
at the Hsin Yi Redevelopment Area. — 
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qu extraordinary performance of 


developing countries in the quarter- 


century between 1955 and 1980 was the 


product of a model of development 
which may no longer be valid in the re- 
maining years of this century. 

During that period, though the 
population of developing countries as a 
whole increased from 1.8 billion to 3.4 
billion, this increase did not result in any 
widespread impoverishment. If any- 
thing, there was a remarkable improve- 
ment in the overall quality of life. Life 
expectancy at birth — a very good indi- 
cator of social development — in- 
creased from 45 to 55 years, an improve- 
ment of more than 2295. This was made 
possible by a near-halving of the crude 
death rate, from 19 to 11 per | thousand. 

The important question is whether 


| this performance can be repeated in the 
next quarter-century. Before answering 
"this question, 


it would be useful to 
analyse the circumstances which pro- 
duced the miracle of 1955-80. For it was 
a miracle: not many.economists writing 


| inthe early 1950s foresaw the enormous 


transformation which was about to 
occur in the Third World. 
© The Third World economies were 


E | transformed in at least four ways: 
» Despite 
|.| explicitly adopted by a number of gov- 
 ernments, coe OUR countries man- 


the inward | orientation 


aged to do extremely well in external 
trade. Their penetration of the markets 
of industrial countries nearly tripled: 
from supplying about 2.5% of the 
aggregate demand of the industrial 
world in 1950 to about 876 in 1980. For 
some products — textiles, shoes, steel 
and electronics — the penetration was 
even greater, which is why economies 
such as Brazil, South Korea and Hong- 
kong had to enter into so-called volun- 


tary export restraint arrangements. 


Even in some sophisticated indus- 
tries — shipbuilding in South Korea, the 
armaments industry in Brazil, India and 
Pakistan — developing countries began 
to cogipete successfully with the indus- 
trial world. And, what is equally impor- 
tant, this expansion occurred in all these 
areas along with an improvement im the 


| unit prices of exports. All this was ac- 
‘complished despite the then widely held 


belief that developing countries’ ex- 


J port were faced with a long-term de- 
 clining trend in their prices. 
E T. Developing countries managed to 
quadruple the total output of their 
] | economies — measured in 1983 prices. 
.| The combined gross domestic product 
. of developing countries increased from 
US$600 billioni in 19551 to US82. 4trillion 


cient nutrition to its people. 


in 1980. The bulk of this increase occur* 
red in the urban economy —- mostly in 
manufacturing, the share of which in 
GDP increased from 10% to 15%. 

» In keeping with the increased share 
of output from urban areas, the propor- 
tion of urban MEUM in the total 
grew rapidly from 15% t&35%. Asa re- 
sult of this explosion in ban popula- 
tion, the developing countries now have 
the world's four largest cities — Mexico 
City, Sao Paulo, Calcutta and Bombay. 

Despite the emergence of these megaci- 
ties and with a good proportion of the 
population of these cities living in | 
slums, this urbanisation was not accon 

panied by the pain felt, for instance, b, 

3ritain during the industrial revolution. 
» The ghost of Malthus was finally 
buried, in the sense that the growth in 
food output on average outpaced thein- | 
crease in population. This is not to say |- 
that extreme food shortages did not. 
occur; for thty did, as in Bangladesh in 
1971-72, in Ethiopia m 1974 and in 
much of the Sahel in 1984-85. These 
shortages, however, had little to do with 
the Malthusian arithmetic of long-term 
increase in population being much 
higher than the long-term increase in 
food output. The Third World today 
produces enough food to provide suffi- 





"here were a number of assuniptions 
which were basic to the model of de- 
velopment that produced these changes. 
First, developing countries had to in- 
crease the level of gross investment, but 
since there was a limit to the amount o 
savings which could be generated from 
within (low per-capita incomes meant a 
low level of savings), they had to rely to 
a considerable extent on external sav- 
ings. This was the famous two-gap 
model, according to which investment 
in developing: countries could be con- 
strained by the absence of adequate 
amounts of internal and external sav- 
ings. Since external savings were consi- 
dered to be the more constraining fac- 
tor, emphasis was placg on overcom- 
ing it by the creatio uch institutions 
as the Internatio 
sociation within the 
make available money on 
terms. 

Secondly, given. the overall back- 
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wardness of the human 
resource and low level 
of institutional deve- 
lopment, there was a 
widely held belief that 
poor countries had to 
rely on the public sec- 
tor. Therefore, the 
commanding heights 
pf several develop- 
ing economies were 
reserved for the pub- 
lic enterprises. Con- 
sequently, the public 
sectors share in in- 
vestment grew enor- 


mously but without a 
corresponding” increase 
in its contribution to 
output. 
Thirdly, while the de- 
ficiencies in 
the “trickle- £^ 
down" 4 X 
"ypo- MP 
hesis 
were discovered 
in the late 1960s, 
there was an in- 
tuitive belief all along 


that governments had |Poverty in India: more slums. 


to intervene directly to 
help the less-privileged segments of the 
population. Tus help mostly took the 
form of direct intervention (such as em- 
ployment-generating public-works pro- 
grammes, food subsidies, free public 
services in health and education), the 
total cost of which increased enorm- 
ously over time. 

Fourthly, the belief that the pace of 
development could be quickened by in- 
dustrialisation which, more often than 
not, was undertaken behind a high wall 
of trade protection. 

This model of development pro- 
duced positive results but only as long as 
the developing countries' external envi- 
ronment remained supportive. 

But the environment turned sour, 

irst with the increase in the price of oil 

and then with an unprecedented in- 
crease in the prices of goods imported 
by the Third World. For a while, the ad- 
verse consequences of this change in de- 
veloping countries' terms of trade were 
cushioned by the easy availability of 
capital from commercial banks. 

The recession of 1980-83 which hit 
the industrial world with unanticipated 
fury has alteyed for good developing 
countries’ regions with the outside 
world — and uently, invalidat- 
Sumptions on which 
el of development was 
pasel, Mow, developing countries 
must factor the following three deve- 
lopments into their development pro- 
grammes: 

First, even with some reduction in 
protectionism it does not seem possible 
that developing countries’ exports to 
e developed world would increase at 
e rates experienced in 1955-80. In this 
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adverse development, demography will 
play a role that remains to be properly 
analysed and understood. There has al- 
ready been a sharp reduction in the rate 
of population increase in industrial 
countries and a further decline is envis- 
aged for 1985-90. In the remaining years 
of this century, developed countries’ 
population (including immigration) 
would increase at a rate of no more than 


0.4% a year. This means an addition of 


50 million people to the present popula- 
tion of 730 million, 


his slow growth and consequent 

aging of the population has already 
resulted in a profound change in the na- 
ture of the industrial world’s aggregate 
demand — there is now much greater 
emphasis on services (health care, lei- 
sure) than on manufactures. With the 
import content of services being much 
lower than that of manufactures, trade 
between developing and developed 
countries may not show the robustness 
of the 1960s and 1970s. 

But this potential loss of markets in 
the industrial world could be compen- 
sated for by an increase in devefoping 
countries’ imports from one another. 
This had begun to happen, but the re- 
cession brought this trade to a virtual 
standstill, as developing countries could 
not find the resources with which to fi- 
nance it. But the potential for this is 
enormous and once again demographic 
dynamics will play arole. Between 1985 
and 2000, the Third World population 
will increase by another 1.25 billion 
people. Even with considerably lower 
incomes, the demand of this. much 
larger population for goods will be 





















| enterprise. 


greater than that of the 50 million peo- 
ple the industrial world is likely to add 
to its population. 

Secondly, capital flows will be more 
sparse in the future — the sudden trans- 
fer of income from developed countries 
to oil-exporting nations brought about a 
flush of international liquidity in the 
1970s which is not likely to happen 
again. And an aging population in the 
industrial countries is likely to produce 
much lower saving rates. With the flow 
of external resources thus constrained, 
the developing world has the option of 
either reducing the level of investment 
or increasing the return to it. 

The second option should obviously 
be the preferred one, and that would 
mean much greater emphasis on deve- 


€ with the flow of external | 


| 
resources restrained, the — 
developing world has the | 
| 
| 





option of either reducing the 
level of investment or 
p^ increasing the return to it. ? 





lopment through private markets. One 
reason why the rates of return on capital 
investment in East Asta are much 
higher than in Southeast Asia is that a 
higher proportion of it goes into private 
[hat the new economic 
policymakers in New Delhi, Dhaka and 
Islamabad have placed an unpre- 
cedented emphasis in their recent 
budgets on promoting the development 
of the private sector is perhaps an indi- 
cation of the fact that they have taken 
note of the differences in these rates of 
return on capital investments 

Thirdly, the developing world will 
have to look for a greater partnership 
with multinational corporations which, 
given the demographic changes in in- 
dustrial countries, also are in search of 
new markets. 

As developing countries restructure 
their economies they should be able to 
draw in corporate capital once again, 
Multinational corporations can provide 
developing countries with non-debt- 
creating capital, new forms of technol- 
ogy and sophisticated management 
techniques. 

The changes which have occurred in 
the developing countries’ environment 
would have happened anyway; the 
1980-83 recession only accelerated the 
pace of change. By accommodating 
them, developing countries can regain 
the time lost in the early 1980s. The 
latest World Development Report from 
the World Bank has a scenario accord- 
ing to which developing countries can 
achieve a growth rate of 5.5% a year in 
their GDP, which is not too far below 
that achieved during the 1955-80 quar- 
ter-century. But for that to happen they 
will have to come to terms with the 
changes which have occurmed in their ex- 
ternal economic environment. o 
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_ Taxed to the limit 


| Business claims it is hounded by the Inland Revenue 


- By Anthony Rowley in Hongkong 


E : e law is emerging from the realms 


of the arcane to the area of con- 
troversy in Hongkong. At the same time 
that the government published new 
- measures to deal with tax avoidance on 
19 Julv, the Unofficial Members of the 
— Executive and Legislative Councils 
- (Umelco) announced the formation of 
an ad-hoc Inland Revenue review group 
- to study this and wider tax issues. 
This move by the committee (which 
— consists of non-civil servants appointed 
|. by the governor), apparently reflects a 
_ growing concern among members at the 
| recent trends in Hongkong tax-law re- 


{| form. Tax law is becoming more techni- 


- eal and complex and, some members of 


| the executive and legislative bodies 
| fear, more arbitrary in its application. 


- Public comments on the new bill are 
- being invited by both the ad-hoc com- 
- mittee and by the government in an ap- 
- parent attempt to defuse such fears. 

Among other things, the Umelco 
= committee, which is headed by banker 
Q. W. Lee and accountant Peter Poon, 
- will examine the “cumulative effects of 
recent amendments to the Inland Re- 
venue Ordinance to ascertain their ef- 
fect on the economy and business confi- 
dence." Concern: apparently revolves 
around the Inland Revenue (Amend- 
ment) Ordinance 1984, which extended 
- the principle of taxing offshore interest 
to all kinds of business deemed to be 
carried on in Hongkong. Originally it 
was applied to banks, which are still ar- 


| guing with the government over it. 


Some members of the legislative and 
executive bodies feel that this measure 
has driven certain types of business ac- 
— tivity offshore — and that the latest tax- 
avoidance measures seek to catch that. 


| In short, there is feeling that too much 
| energy may be expended on pursuing 
| fairly peripheral tax situations and that 


there is a danger of business being 


| hounded. Tax experts add the criticism 


- that the Inland Revenue is getting into 


+} technical areas of reform without the 
—] ability to draft or implement them prop- 


. erly. 
The latest Inland Revenue ( Amend- 


| ment) (No. 4) Bill, which deals with tax 
—] avoidance, met with immediate criti- 
| eism from tax specialists in the accoun- 


tancy profession, some of whom called 
it an example of “overkill.” The local of- 


| -| fice of accountants Arthur Young said 


the bill contained "serious drafting 
anomalies and weaknesses" and could 
seriously affect “non-tax motivated 


—] transactions.” 


] Accountaets Peat Marwick com- 
| mented: “The provisions are unfortu- 


nately not well worded in some respects 
and in some others amount to probably 
the most aggressive proposals that have 
been made by the government regard- 
ing Hongkong taxation, and are of 
wide-ranging significance.” The gov- 
ernment, meanwhile, estimates that the 
measures proposed could result in addi- 
tional net annual revenue of between 
HK$200 million (US$25.6 million) and 
HK$500 million. 

What particularly worries some 
practitioners is the wording of Section 
61A of the bill as it applies to “transac- 
tions designed to avoid liability for tax.” 
This section applies to “any transac- 
tion” which has “the effect of conferring 
a tax benefit on any per- 
son” and where “the com- 
missioner is of the opin- 
ion” that a transaction falls 
into this category. 

The argument is that 
this attacks legal avoid- 
ance of tax (as distinct 
from illegal tax evasion) 
and that it could under- 
mine legitimate tax plan- 
ning. The words “in the 
commissioner’s opinion” 
also worry tax specialists 
who point out that it would 
be virtually impossible to 
argue legally against the 
holding of such an opinion 
— whereas in most juris- 
dictions tax authorities 
have to prove that a tax 
situation has been created 
before they can act against 
it. Generally the fear ts 
that any transactions which do not have 
prior clearance from the tax commis- 
sioners in Hongkong could be at risk in 
future. 


ommented Peat Marwick: “Even if 
the intention is only for a limited ap- 
plication of the provisions against the 
most blatant ‘devices, application 
should be on the balance of probability. 
And the wideness of the wording would 
entitle taxpayers, at the very least, to a 
statutory right to obtain prior clearance 
from the Commissioner of interfded 
transactions if business transactions are 
to be arranged with any degree of confi- 
dence as to their fiscal consequences.” 
Another criticism is that, in the run- 
up to 1997, the territorys tax laws 
should be clearly defined in a manner 
consistent with individual freedom 
within the law and in a way which pro- 
vides an unequivocal basis upon which 
business can be planned and run. Hong- 
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cong compan ies ; d be f ree 
certain activities (such as patent regis- 
tration) into offshore companies with- 
out attracting tax, advisers argue. 

In a commentary published along 
with the bill, the government said that in 
recent years the Inland Revenue De- 
partment had seen “increasing evidence 
of tax-avoidance and tax-deferral de- 
vices being undertaken by taxpayers, at, 
considerable annual cost to the Trea- 
sury." Mentioned especially in this re- 
gard are "devices [which] include the 
use of leveraged-leasing arrangements 
and sale and lease-back arrangements. " 

Leverage leasing involves the inter- 
posing of a third party — a financier 
who normally takes tax befits instead 
of financial benefits — between the les- 
sor and the lessee. Such transactions 
have become very prevalent in Hong- 
kong. But while tax advisers are happy 
to accept a set of detailed guidelines on 
which assets should qualify for leverage 
leasing reliefs and which should not 


they are disturbed over the apparent at 


tempt to impose a 
blanket prohibition 
on depreciation al- 
lowances. 

Another provi- 
sion of the bill re- 
lates to trafficking in 
“loss companies" for 
the purpose of ab- 
sorbing profits which 
would otherwise bear 
tax. Tax specialists in 
Hongkong say they 
do not object to the 
principle of this re- 
form, but argue that 
the acquisition of 
even a relatively tiny 


shareholding in a 
loss-makin com- 
pany could be seen 


as a tax-avoidance 
step under the pro- 
posed new legisla 
tion, whereas proof of control of the 
company is required elsewhere. 
he bill also seeks. to “narrow the 
scope for manipulation" on provisions 
made under certain retirement schemes. 
Again tax experts argue that, in its 
"paranoia" over tax avoidance, the gov- 
ernment has confused the accounting 
treatment of contributions and provi- 
sions. A more serious criticism is that the 
"retrospectivity" introduged in relation 
to retirement funds ang general anti- 
avoidance measures contrary to the 
principle, as Arth puts it, that 
"taxpayers are entitled to RgOw the law 
when entering into any transdetigp, 
Another feature relates to the allow- 
ance of interest on publicly listed deben- 
tures and on “marketable commercial 
paper" such as floating-rate notes and. 
certificates of deposit. These have at- 
tracted criticism on the grounds of 
“loose” definitions of what constitute 
such criteria as marketable. 
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Nationale-Nederlanden — -4 was able to match the good 
is one of the world's major ~ - results of 1983. 
“insurance groups and the 
largest in the Netherlands. ...and abroad. 
/24 ELS ur e i The revenue of our 
over 21,000 people. poy companies abroad grew Sm 
iu. The a 1984 was vigorously, especially in the 





















. United States. Results in life — 
insurance increased by al- . 
most 50%, 


~ inarked by a continued re- —+— 
covery ofthe world economy. - 
In this climate of confidence, 


 therevenueand profits of — $ E 
: de bh a ii — a loss, LE DONE subst: ne. 





tial claims under product 

liability insurances. 
We expect that in the 

future our Sold in these 


e Our revenue increased , 
- by 27.5%, net profits rose by 

. 10% and capital resources 

. were strengthened by a 14% 


& growth of net assets to Dis. / any y of our affli faked companies or write to Nationale N eder- 
n 53 billion. landen NV, International Division, Prinses Beatrixlaan 15, 
For the entire group 2595 AK The Hague, The Netherlands. 


the profit distributed to life 





-. policyholders in 1984 passed | Jg = Nether! » ds l 
~ the one billion guilder mark. | ^v: | Nori 
a | um 4,147 | Premium income m 158| 9,5771 Europe 16%, North 
2 : owth at home. . 1,505 | Investment and assent ie 4,411) 3 423| 29 i 29% and other are: s 1 MU, 





> In 1984, Amfas Group 





s was incorporated into our Car ful STOW 
-profitand loss account for the Further growth at home _ 
_ first time and contributed S] Dis | and abroad remains a major C 
considerably to our overall | 1595 Napoü 00 — policy objective. 2 
growth. 0.78 | Dividend _ 228) 202) The recent purchase of — 
But even excluding this | 9. Indiana Insurance Company 





factor, the rise in revenue in L : | by Peerless Holdings Inc. in 
-the Netherlands was 10%. /*chanse rate: Aus$ 1-7 DA. 29315 the USA bears witness to our 
-In the life insurance field, an increased interest in policy of carefully expanding our operating base 

private pensiorr plans and group life insyranceshad with first class companies. For 1985, we confidently 
. a positive influence on our business. expect to achieve another rise in 
; There was a substantial increase in the result revenue and profits. 
_ from life insurance. Disregarding a negative 


contribution from Amfas Group the non-life sector  Nationale-Nederlanden | 







ci mpanies in Australia: Mercantile Mutual Holdings Ltd., Mercantile Mutual Insurance (Australia) Lid., Mercan 
:e (Workers’ Compensation) Ltd., Mercantile Mutual Life Insurance Company Ltd. Mercantile Mutual Casualty Írisura 
pe Mercantile Mutual Finance Corporation L td, 4 








" t he Seven Provinces Insurance Co. Ltd, 31 Queen Street, 3000 Melbourne. HAE 


Mr. R.A.]. Lumenta 
President 
Garuda Indonesian Atrways. 





Abudhabi € Amsterdam € Bangkok € Darwin € Denpasar @ Frankfurt e Hong Kong € Jakarta € Jeddah.@ Kota Kinabalu € Kuala Lumpur € London € Mar 








Our aim is fo offer a superior 

service for the business executive, ! 
‘and all of us at Garuda, around 

the world, are determined to succeed.” 





We're already well on our 
way to doing just that 
with our new Garuda 
Executive Class. At last, 
executives will come first.” 


he launch of Garuda's 

new Executive Class marks 

the beginning of a new era 

for Garuda Indonesian 

Airways. , 

As ef August 1985, there 
will be a business class that really 
fulfills the needs of the frequent 
traveller. 


Now we offer an 
exclusive range of services unique 
to Garuda's Executive Class. 


Upon boarding, 
passengers are escorted to their 
seats in the nose of our 
aircraft. » This section, 

s. Previously 
reserved for 
first class 







passengers, combines 

a spacious environment 
with a secluded, 
intimate atmosphere. 


Executive Seating 


The unique 
location allows greater 
freedom of movement 
and provides wider 
deep-cushion easy- 
seats. The perfect 
combination for a 
comfortable flight. 





New Garuda up-front 








GARUDA 


EXECUTIVE 
"CLASS 
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But it is Garuda’s 


exclusive services that truly set our 
Executive Class apart. 


To facilitate the ‘working’ 
passenger, Garuda provides a 
stationery portfolio with desk pad, 
letter pa pa. envelopes and 
colourful postcards to keep you in 
touch with loved ones left behind. 


Of course, cocktails and 
drinks are complimentary 
throughout the flight, as are the 
specially chosen wines. 


There is a choice of 2 
menus, Asian or European, each 
dish prepared to seduce the most 
discerning palate. 


The needs of the frequent 
traveller are as unique as they are 
demanding. 


No airline has 
understood and fulfilled 
those needs b@tter than 
Garuda with our new 
Executive Class. 

Garuda’s new 
Executive Class is the 
beginning of a new era 
of business travel. 


indonesian airways 





Where executives come first. 


* Melbourne € Paris € Penang € Perth € Port Headland € Rome € Singapore € Sydney e Tokyo @ Zurich 


Unforgettable 


Sometimes | still think of the wondert 
stay | had at the Sari Pacific. The service was 
senuinely warm and friendly, and the facilities 
were first < lass. | felt so at home 





It's the first thing airconditioned rooms, first 
you'll notice about the Hotel class comforts, luxurious 
Sari Pacific. The natural spirit restaurants. 
of friendly Indonesian It's where you'll feel 
hospitality. Warm and at home. And it makes a very 
captivating. welcome change. 

And, quietly in the 
background, international 
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dui 
standards underline TrERERRRERIEUUIEERR 
everything we do. For a TW Wee IE 
E E DASA . " r FUCA SOT EEO rere 
refreshingly different style of at 
atmosphere and value. 443443211: "i 
° è ^ » n sere 

Right in the heart of 442-43: 





lakarta's Central Business 
District. With 500 spacious 


Hotel Sari Pacific Jakarta 


The hotel with heart 


talan M.H. Thamrin, P.O. Box 3138 Jakarta, Indonesia. Tel: 323707. Cable HOTELSARIPACIFIC 

Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel. KLM. Golden Tulip 

Worldwide Hotel. UTELL International or any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 

Hong Kong 5-230824. Singapore 2968678 or Sydney 231-1125 Or offices of major airlines 

239 PAN PACIFIC HOTELS BANG LADESH Sonargon Hotel. Dhaka © INDX )NESIA Hotel Sari Pacific. Jakarta 

e KOREA Ky@ngiu Tokyu Hotel. Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Hotel 
Bangkok: Royal Cliff Beach Hotel. Pattaya € VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror € MALAYSIA Kuala Lumpur: Penang: Malacca: Kuching 

Pangkor Island * SINGAPORE 





FarEastern Economic 





The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically, as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 


The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 


Name 
Address 








ng dollar's link to the 
v proved itself in a situ- 
upward pressure as well 









S 1onsense from bankers and 
. others about the need to revise the par- 
| ity of HK$7.8:US$1. Shroff is con- 
vinced by the arguments of John Green- 
. wood, of GT Management (Asia), who 
devised the scheme, that the thing to do 
. ds extend its scope rather than tamper 
With the formula. | 
Greenwoed, who made a powerful 
intellectual case for the link long before 
the near-collapse of the Hongkong dol- 
|. lar in October 1983 forced the terri- 







The Hongkong dollars stability 
nce the "black Saturday" some 18 
nonths ago when it fell to nearly 10 to 
| the US dollar and threatened to disap- 
- pear into a black hole has been achieved 
. at the cost of sometimes frightening vol- 
, atility in interest rates. TH as partl 
. to be expected" something after all has 













comes under speculative strain — but 











bility applied to the US-Hongkong dol- 
link, Ed 





.8:US$1 (or vice versa) on note 


een the official Exchange Fund and 
? two big note-issuing banks and, via 
ose two, to other banks. It is not avail- 
ble directly to the public, the theory 
g that the rates they receive cannot 
hove too far out of line with the official 
> without arbitrage operating. 
" , The trouble is that, for a number of 
reasons to do with profit maximisation 
=~ Greenwood has explained them in 
GT's Asian Monetary Monitor — the in- 
centive for "cash arbitration" among 
;;the banks is relatively weak, so it takes 
longer for the automatic adjustment 
mechanism to work. If the 7.8 rate was 
; available to the public (either through 
-banks or Exchange Fund outlets) cash 
. arbitrage would operate much quicker. 
... Cash arbitrage from Hongkong to 
..US dollars brings into operation in- 
erest-rate movements (via its effect on 
money supply and banks' deposits and 
























.the two currencies and thus restores 


bole 








he time taken for correction that is at. 
ssue. Money-market rates, being free, 
ond very quickly to speculation 









d pressure, despite a lot of | 


s was partly | 


reenwood's case is that this volatility - , 
ould be much shorter-lived if a situa- B 44) 
1 of full rather than partial converti- $ 


demptions applies only to dealings be- - 






ns), which relieves the upward or | tees them. 
wnward pressure on the link rate of 
- equilibrium. That is now well proven. It | ci POEM 
© ONE of th 
| agement in B 








against the Hongkong dollar, but depo- - 
sit and loan rates administered under | 
the Interest Rate Agreement do not. 

All this was very apparent in the | 
latest little speculative episode against | 
the. Hongkong dollar. The fact that it | 
was pulled down with the US dollar | 
against other major currencies such as | 
sterling provoked a perception in the | 
market that the Hongkong dollar was 
undervalued and must be revalued 
against the US dollar. 

| 
| 
| 
| 
| 
| 
| 
| 
| 
| 






y cases 


ks) mean- 









while attacked the US dollar link, or at 
least the rate, rather than the partial 
convertibility mechanism or the Interest 





smokescreens, but it ill 


for others to unthinkingly argue their 




















case. 
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who is no 


— by Fran Tam 


p | the 

Governm 
book of the ae 
is considering introducing 











Thornton & Co. m 
and unit trusts and 
Pacific region, 
perhaps the nearest tl 
Fund. — . T ..- 
. Thornton has done the : 
thing and formed the Ho 
China Gateway Fund, a 
corporated mutual fund manag 
Hongkong. It will invest in t 
of Hongkong-quoted compani 
particular exposure to China anc 
lesser extent, those of Japanese o 
Asian-country companies doin 
ratio of business with China, ly 
will hold a portfolio of equit 
vertibles of companies- sui 
benefit from. China's moder 
Thornton, who recently u 
partnership with Jacob | 
(though Thornton & Co. 
certain Charterhouse J, 
funds), argues that the 
vesiment community still has 
the Hongkong stockmarket. 
way to China. He cites th 
age price/earnings (p/ej r 
around 13 on Hang Sen 
stocks at the end of June 
modest, says Thornton, ir 
Hongkong s. prospects 
20 could take the 
around 3,000 by the » 
year and a multiple « 
push it nearer 4,000. 
e SHR 
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original portfolk | 
then reinvested the 7 
in each succeeding year's 
selection, they would now bes 
ing a cumulative gain. of 
250% in less than five veais. 
that. " T 
® BACK in the realms of the; 

mundane, the Hongkong Govert 
taking a further step to cut the 
torys 300-odd deposit-taking - 
panies down to size. Phe minimur 
posit which the smaller, registered 
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per person" criterion to dei 
should be allowed to directly. 
manage a private bank. 
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By Bruce Roscoe in Tokyo 


nvestors in Japanese high-technology 
AM related share issues are getting their 
"fingers burned. The fall in these shares 
‘has been across the board and sus- 
tained, and it is forcing Japanese and 
foreign fund managers to scrutinise 
more carefully other investment sec- 
tors, particularly property. With the vir- 
tual collapse of hi-tech shares, the prop- 
. erty theme is about all that is holding the 
-Tokyo stockmarket up. But the market 
_is precariously balanced on the notion 
_of a property boom, tied to hopes that 
"thé government will soon move to 
-stimulate domestic demand in an at- 
tempt to slow exports. 

*. Unfortunately, most Japanese tech- 
nology issues are linked to the semicon- 
ctor industry and by extension, to 
'sonal-computer sales. Investment by 
ie 12 major semiconductor makers 






























irch 1984) and nearly 100% in fiscal 
In fiscal 1985 it was scaled down to 
5 billion (US$2.5 billion), 20% 
wn on 1984. And in the past four 
ionths, the price of 64K RAM (ran- 
om-access memory) chips has plunged 
y 70%. Prices of 256K RAM chips 
ave fallen from about US$10 each in 
anuary, in lots of 10,000, to US$3.60 in 
yts of 2,000. 


The Al-Fayeds: 
a clarification 
l n the 27 June issue of the REVIEW, - 
` Ewe published an article concern- 
ing the relationship between the 
. Sultan of Brunei and Mr Moham- | 
.| med Al-Fayed. We wish to make it 
| clear that it was never intended by 
|| us to suggest that Mr Al-Fayed had 
, |. in any way abused the trust placed 
| in him by the Sultan or that he had 
E ased any power of attorney 
- granted by the Sultan. 
—.. We accept that any such sugges- 
~ tion would be wholly without foun- 
| dation. The REVIEW also acknowl- 
. edges the AF ayed brothers' assur- 
- ances that they are the beneficial 
. owners of House of Fraser plc which 
was acquired by them out of their 
own resources have been confirmed 
y their financial advisers, Klein- 
wort Benson, and accepted by the 
ritish Government. We apologise 
ir Mohammed Al-Fayed and 
brothers for any embarrassment 
h may have been caused by our 











































larket fortunes hang on real-estate hopes 


| 





se about 70% in fiscal 1983 (ended 31 - 


The dramatic collapse of Kyocera 
Corp.'s share price (REVIEW, 30 May), 
followed by that of Tokyo Electron, 
toppled other industry leaders in a 
domino-style fall. Kyocera is not about 
to rebound soon. Daiwa Securities says 
there are no signs of à recovery in the 
ceramic integrated-circuit package busi- 
ness, Kyocera's mainstay. 

“We have really seen a bear market 
in hi-tech. It corre- 
lates with the cycle 
in Japan and the 
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June 1985 
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Jardine Fleming 
Japan Tec hnology Tru: 5 t 


Hill Samuel 
Japan Technology Tri 


Gou | B 
Jap: an Tec hnology F und 


Aitken Hume 


US. Hi-tech a peated in the US in June 
and July 1983; it peaked inJapan in Sep- 
tember 1984," explained an analyst at 
Goldman. Sachs International Corp. 
“Up to March 1984, the big influence in 
the market was. selling. by foreigners. 
The decline i in hi-tech was quite: extra- 
ordinary." | 

_ There are few indications that the rot 
is stopping. “Japanese hi-tech com- 
panies' earnings forecasts for this year 
are wildly out," said a Jardine Fleming 
analyst, citing Fujitsu and National 
Electric Corp. as examples. "The op- 
timistic forecasts were based on wild as- 
sumptions about demand pulling up in 
electronics." Fujitsu, amid rumours of a 
downward revision to its earnings fore- 
cast, is already suffering. 

On 29 June, for example, Fujitsu 
shass recorded a high of 1,040 and on 
12 July, a low of 895. By comparison, 
a domestic-demand issue, Keihin Elec- 
tric Express, a railway company Whose 
fortunes are being linked with a pro- 
posed expressway and tunnel across 


| Tokyo Bay, saw its share price rise from 


X360 to ¥523 in the same period, Kyo- 
cera’s share price has broken the ¥4,000- 
level and is still falling. Some analysts 
expect Hitachi to hit 600, having de- 
clined from the 800-level in February to 
around 700 now. Hi-tech declines such 

as these have Occ 








ed during ay 









n Sachs analyst. 4 * 
- Japanese consumers appear. satu- 


D. rated with hi-tech consumer products, 


and it is difficult to imagine what new 
product could take off with the force 
of the video-tape recorder, whose. 
boom has all but run its course. Some 
hope is held for compact-disc playegs, 
but there is wide disagreement over 
whether a sales take-off of these alone 
could provide the quantum leap securi- 
ties analysts believe is needed to coax 
hi-tech shares out of their hole. Daiwa 
Securities, in an analvsis of Kyocera's 
dimming prospects, concluded: “Judg- 
ing from the poor market situation, the 
electronic-equipment business will not 
be a major contributor to earnings 
growth." 

A new type of personal computer or 







% change | 
over | 
6 months 





















an uplift in the office-automation mar- 
ket are regarded as the most likely 
catalysts for a hi-tech revival. But the 
recovery may not feed from inherent 
domestic Japanese demand. “Hi-tech is 
not out of the way. It is here for a long 
time. But in the short term, an upswing 
would have to come from the US," ie 
Jardine Fleming analyst said. “a 
For a while, it looked as though 1 
tech shares could be boosted by en- 
thusiasm for China export-related is- 
sues. Analysts are now less certain. 
China, short of foreign exchange, re- 
cently has put several clamps on. im- 
ports. It also appears to have shifted na- 
tional priorities from promoting, con- 
sumerism to building up its infrastruc- 
ture for longer-term economic viability. 
Japanese construction companies chas- 
ing Chinese civil-engineering projects 
evidently are prepared to take losses for 
the sake of getting a foot in the door. 





hile hi-tech issues and many of 
their blue-chip counterparts con- 
tinue to crumble, issues related to the 


domestic economy such as paper and 
pulp, railways, Warehousing and prop- 
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will revise b d 


Idi à isibly 
the corporate-tax system to encourage 


the sale or development of under- 


utilised land. From the government's 
point of view, this represents the 
cheapest way of stimulating domestic 
demand, thereby reducing the pressure 
to export, since all that i5 required on its 
part is deregulation. Railway com- 
panies, in particular, possess vast tracts 
of land whose full-scale development is 
virtually assured to send profits and 
share prices soaring. 


But apart from the Tokyo Bay pro- 


ject and the long-planned new Osaka 
airport, the government has not an- 
nounced a definite decision on new 
property deregulation or tax breaks. 
The ruling Liberal Democratic Party 
house publications have only suggested 
deregulation, as has the Federation of 
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ie market — in its 
h high earning po- 
tential — appears by itself to have iden- 
tified property. Although property 
shares are averaging considerably higher 
gains, some, such as building rental 
companies, are, nonetheless, proving 
highly speculative, with sharp rises one 
week quickly giving way the next. 
Market analysts are wondering if the 
property bubble will burst in the event 
the government does not move this year 
to boost domestic demand. The cynical 
but predominant view is that the market 
will ride for some time to come on the 
property theme, regardless of govern- 
ment inaction, given that investors will 
continue to expect the government to 
act, and, also, that the government is 
hardly likely to announce that it has no 
intention to deregulate. Hn 
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various domestic note issues. 


















Nepal's spending proposals 
draw widespread fire 





















































By Kedar Man Singh in Kathmandu 
TK Nepalese Government has pre 

posed a budget for the current fis 
year (which began on 16 July) whic 
ready has drawn criticism for lack 
measures to control growth of gove 
ment deficits and inflation. Some two- 
thirds of the 1985-86 budget, totalling © 
Rs 11.48 billion (U5$656 million), will 
go for development, with the rest for- 
operating costs. ue 

Development spending will eme 
phasise education and agriculture, In 
the farm sector, the goal is to impros 
irrigation: only 1575 of the count 
total arable land has permanent ir 
tion facilities, with the rest depe 
upon monsoon rains. The bigges 
of the development budget, he 
will be spent on education. 

Finance Minister Prakash Chan 
Lohani has forecast revenue 
US$310.5 million from regular soure 
such as customs duties, licence fees a 
several new measures. The foreign- 
contribution is expected to be al 
US$108.1 million in grants and. 
US$147 million raised thro 
number of concessional loans. 
would mean a projected deficit of abi 
US$79.7 million, which Lohani hope 
finance through commercial loc 


But Lohani's critics say the bui 
has no proposals for reducing infia 
or providing relief to low-income | 
ple. They also say that more than 
of the total budget would be del 
financed, if foreign loans are taken into 
account. Nepalese economists have said 
this huge deficit would make deve y 
ment projects more expensive, whil 
the purchasing power of low-incom 
earners and lower-level civil serval 
would tremendously decrease, owing to 
a high rate of inflation. : 

Foreign exchange has come in for 
particular attention in the budget. The 
government is concerned about falling 
reserves in the face of a rising trade de- 
ficit. This deficit has resulted in a shar 
fall in foreign-exchange reserves, which 
stood at Rs 1.5 billion at end- April; dur- 
ing the same period in 1984 they were 
Rs 2 billion. 

The main reason for the decline was 
heavy imports of construction materi- 
als, heavy machinery, petroleu 
ducts and luxury goods, which w 
lowed to be imported to raise revenue 
the form of customs duties and tax 
(REVIEW, 8 Nov. '84). 

(The scheme to ,raise revenue 
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: a houses over half of mankind. Eyenaay events are 
fect the entire world. Asia 1985 Yearbook covers 


hese events, compiles analyses and interprets them. 
lo businessman can afford to ignore them. Nor can any 





at your fingertips as does tl the asia Yearbook 





minus the 
1985 Yea rbook 





ippening here that not only shape Asia's future but - 


cutive or scholar or anyone who has dealings with 
i. Decide for yourself whether any other single 
dium puts the economic, social and political realities 
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and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 


experts. 





How We Did it. 
Published by the Far Eastern. Economic Review; ‘the 
Yearbook is the result of thousands of man-hours spent 


.. every year. Every week, the. Review's correspondents 
. provide on-the-spot reports fro 

capital. From Islamabad t 

-. and virtually. every areao 

. . leading team of writers, analysts, experts and research 
- staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you ‘Asia, 

„minus the mystery, minus the myth. To give you Asia as 

ke nl 4 the Far Eastern Economic Reviewcan. — 





rom every major Asian 
Okyo, Peking to Canberra 
of interest throughout Asia. This 
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Far Eastern Economic Review, 
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ip duty 
ees for Indian rupees. In 
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edit facilities and exchange 


rcial rules. This dual exchange-rate 


the economy. 

^ Lohani has also set up a system 
| whereby Nepglese serving abroad will 
be able to open foreign-currency ac- 


n the exchange | 


- System has been criticised by the IMF, 
- which said it will have repercussions on. 







f each US dollar, except - 
ommercial imports through | 


es which are covered under com- 






| cial rate. 





T changed into local currency at the offi- 
‘Critics say this will merely en- 





courage greater use of the black market. 
Measures have been taken to protect 


the domestic textiles, cement and other 


industries, by raising the i import duty on 


products from India. However, no revi- - 


sion on duties for luxury imports has 
been made; About a 10% reduction for 
the import- -licence fee for construction 





and industrial materials has been made, 


and this step is expected to bring down 
market prices to some extent. 

The new budget is seen as a political 
document of the government, keeping | 
in view the general election scheduled 


| has collected fhe signa 













bers (against the minimum ree 
of 35), but are biding 1 
out the Bppon oE th e 


















| quires 4 a two- "third vote of onde v m 
bers. n 














H = ,Xtraordinary growth continues de- 


ims Spite tighter controls on credit and || 
foreign exchange designed to cool the - 


-overheated Chinese economy. Indus- 
trial output jumped 23.1% épresumably 
.in current prices) in the first half of 
IB. aces ‘according to China’s State Statis- 




















crease in constant prices last year, based 
argely on rapid output gains by the col- 


rial enterprises in the coastal provinces 
EVIEW, 11 July). 





lustry, rising to 50.1% of total indus- 


nachines (up 70%), electric fans (up 
6.2%) and refrigerators (up 120%). 
2 t r-vehicle production grew 58.8%, 
gnall tracto 46. 7% and diesel engines 


. difficult to estimate what the 
-industrial-output value growth 
r the first half means in real terms. 
-Price reforms are now under way, and 
many industrial commodities are traded 
ata variety of different prices — typi- 
- cally a fixed price for transactions under 
the state plan and higher market prices 
‘for sales outside the plan. Growth in 
-total mone H supply in 1984, approxi- 
.mately 28%, was more than twice the 
1276 gain in national income (the eco- 
-nomic indicator most comparable to 
-gross national product), suggesting an 
implicit inflation rate of about 16%, 
. versus the official retail price index in- 
ase of 2.8%. 
Rapid industrial-output growth is 
. being generated by high levels of invest- 
ment ughout the economy. Capital- 
ruction investment by state-owned 
s in 984, at Rmb 73.5 billion 













spite new / tight credit 





ective sector, particularly rural indus-. 


Light industry outpaced | heavy in- 











































rial output, led by consumer appliances - 
cluding TV sets (up 84.5%), washing || 


jillion), was 23.8% higher | 


CHINA’S 
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REVIEWGRAPH by Andy Tang 
policies, investment levels remain high 
— from January to May this year, in- 
vestment in state-owned enterprises 
totalled Rmb 21.2. billion, Peking’s 
Jingji Ribao (Economic Daily) reported 
on 26 June, 38% higher than the corres- 
ponding five-month period in 1984. and 
highest in April and May. 

Most of the new investment was un- 
planned and financed by loans or enter- 
prises’ own funds. Accurate figures for 
investment by collective enterprises are 
not available, but bank lending in- 
creased 160% in the first five months of 
this year, and self-financed investment 
83576, while investment under the state 
budget increased only 1.6%, according 
to the Jingji Ribao report. |.— 
Steel consumption for inv stment t by 
ises from January t 
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period in 1984, leading to p 
creases for steel sold outside 1 
plan — market prices for sti 
northeastern province of Li 
increased from Rmb 1,4 
March to a range of Rmb 1 
andare expected to hit Rmb. 
according to the newspaper Ecor 
Information. 

In. an attempt to slow unbi 
vestment, the State Coun 
proved new regu 
terprises — state or e 
posit any funds intended fo 
tion purposes in the Constructi 
of China (previously used t 
state-budgeted investment) for. 
of six months, but it is unclear 
effects of this measure will be aj 
In any case, extraordinary 
will probably be sustained 
end of this year and perhaps b 
newly installed production 
comes on line, 

Coal production in the 
1985 was 410 million tonnes, a 
of 11.8% over the first half of 
Crude oil output was 61.46 mi 10 
nes, up 10.9%, and electric poy 
creased 9.1% to 199.1 bilhon ! 
These increases are close tothe | 
rate of real output growth in other se 
tors. Although energy shortages rema 
serious, the situation may not have wor- 
sened as much as the earlier report: 
seemed to indicate. | 

No official trade figures are available 
for the first half of the vear, but 
levels of imports continued after i 
curbs were imposed, as prior © 
were filled (REVIEW, 27 June). lm 
from Japan more than doubled 
billion, and China's six-r 
ficit with J apan is expected to 
billion, more than twice 
US exports to China ove 
reached US$1.05 billion, 
than the corresponding p 
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Dragonair's 737: small beginnings, great expectations. 
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Enter the Dragon 


Competition — and complexity — is on the way in Hongkong 


By Michael Westlake in Hongkong 
egotiators at the Sino-British avia- 
tion talks in September face a com- 

lex and difficult task in deciding what, 
if any, landing rights should be granted 
to two potential rivals for Hongkong- 
based Cathay Pacific Airways. Both 
would-be competitors are based in 

Hongkong. and under the Sino-British 

agreement the right to operate to and 

from Hongkong falls under British au- 
thority until 1997, when sovereignty 
over the territory is transferred to 

China. 

However, the Hongkong Govern- 
ment will have an increasing say in the 
matter as Hongkong is gradually ex- 
tracted from British bilateral aviation 
agreements. The new airlines are 


BANKRUPTCIES 
Stakes in a claim 


Dragonair, formerly known as Hong- 
kong Dragon Airways, and Oriental 
Pearl Airways. 

Both companies have been-applying 
to make spot charter flights between 
Hongkong and China, as well as other 
parts of the region, which would not in- 
volve renegotiation of existing bilateral 
agreements. Both, however, are hoping 
that September's talks will result in the 


granting of scheduled services to and 
from China, and have ambitions to 


serve destinations further afield. 
Dragonair is further along the route 
to airline operations in that it has had a 
leased Boeing 737 in Hongkong for 
more than a month, and has been hiring 
staff and operating training flights. It 


Carrian’s unsecured creditors may seek HK$4 billion-plus 


By Robert Cottrell in Hongkong 
Hes collapsed Carrian In- 

vestments Ltd (CIL) may face 
claims from unsecured creditors ex- 
ceeding HK$4.2 billion (US$540 mil- 
lion), according to a preliminary esti- 
mate made in a first letter to creditors 
sent on 22 July this year by the com- 
pany's liquidators, three partners in the 
accountancy firm Arthur Young. The 
company’s cash on hand at 31 May total- 
led just HK$612 million, with the pros- 
pect of a further HK$35 million to be 
realised from asset sales under negotia- 
tion, according to the letter, 

CIL’s unsecured debts are what re- 
mained after its secured creditors took 
over mos of the company's assets, 
which had been pledged to them as 


cover for additional borrowings esti- 
mated at HK$2 billion. Prior to its col- 
lapse, CIL was a major publicly quoted 
property group controlled by an un- 
qugted parent, Carrian Holdings. 

Total group debt may top HK$10 bil- 
lion, according to early broad-brush es- 
timates. Carrian Holdings ise being 
liquidated separately by partners of the 
accountancy firm Ernst and Whinney. 
Eight directors, business partners and 
advisers of the Carrian group are due to 
be tried on fraud charges in Hongkong 
early next year. 

CIL's outgoing directors had said, in 
a statement of affairs lodged with Hong- 
kong's Supreme Court on 8 October 
1983, that the company owed unsecured 
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has also operated one proving flight 
under the supervision of Hongkong's 
Civil Aviation Department (CAD), and 
on 23 July was granted its air operator's 
certificate by the CAD. 

Oriental Pearl operated cargo-char- 
ter services with a piston-engined C 
in the early 1970s until lack of pro.... 
forced a shutdown. It says it has com- 
mitted itself to buying two Boeing 707s, 
which now cost around US$1 million 
each — one all-passenger and one con- 
vertible passenger/cargo version — 
which it will fit with engine “hush kits" 
at around US$2.5 million per aircraft to 
comply with internaffonal noise-reduc- 
tion regulations effective from ] 
January 1986. 

Processing Dragonair's application 
to operate was delayed while its owner- 
ship was reconstructed. The Sino-Bri- 
tish agreement provides for "airlines in- 
corporated and having their principal 
place of business in Hongkong." in line 
with current international airlines' 
home-basing requirements and into 


which designation fit both Oriental 


creditors about HK$2.7 billion. But the 
liquidators now say that M 
claims against the company, not reca 

nised in the directors’ statement, may 
amount to or exceed HK$1.5 billion. 

The liquidators sav they plan to resist 
these additional claims. They say that 
creditors have not yet been asked to 
supply proof that they are owed money 
by CIL, and that this process is unlikely 
to begin until next year. Meanwhile, ac- 
cording to the creditors' letter, the 
liquidators are busy tracing assets 
through CIL’s complex group structure 
and realising cash for them where possi- 
ble. 

Some 65% of CIL’s unsecured debs 
is owed to six financial institutions: 
Barclays Asia; Bankers Trust; Hong- 
kong and Shanghai Banking Corp.: 
Honour Finance Co.; Midland Finance 
(HK), and WestLB Asia. Much of the 
money was originally lent on a secugzdi 
basis, but was left uncovered by steer 
declines in the valuations of pledged as- 
sets. 
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Pearl and Cathay, even after taking into 
account the controlling stake held by 
the London-based John Swire and Sons 
Group in Cathay's Hongkong parent, 
Swire Pacific. 

Dragonair is a wholly owned sub- 

iary of the Hongkong Macau Inter- 
national Investment Corp. (HMIIC). 
Of HMIIC's HK$500 million (US$64. 1 
million) paid-up share capital, the 
largest holding is 26% belonging to 
Hongkong textiles company Novel 
Enterprises, whose chairman, Chao 
Kuang-piu, is HMIIC's general man- 
ager. & 

A further 6% is held by non-Hong- 
kong investors Ma Man-kee (Macau). 
Lien Ying-chow of Singapore and Euon 
Co. of Australia. Companies associated 
with well-known Hongkong business- 
men Sir Yue-kong Pao, Li Ka-shing, 
Henry Fok and T. K. Ann are among 
holders of a further 26%. 

Acknowledged Chinese sharehold- 
ers — though the companies themselves 
are Hongkong establishments — are 
China Resources with 16% and China 


. CIL's largest wholly unsecured and 
Bu creditors at the time of its 
collapse included Commerzbank, owed 
HK$55 million; solicitors Deacons, 
owed HK$1.7 million, and CIL's au- 
ditors, Price Waterhouse, owed 
HK$1.3 million. 

CIL swung from a positive net worth 
of HK$2.4 billion on its 31 December 
1981 balance-sheet to a capital defi- 
ciency estimated in the directors’ state- 
ment at HK$1.9 billion. The liquidators 
say that, taking the directors’ figures as 
an approximate guide, CIL lost HK$1.9 
billion on property investments; 
HK$1.8 billion on publicly quoted 
equity investments, including CIL's 
shareholdings in China Underwriters, 
its insurance subsidiary, and Grand 
Marine, its shipping arm; HK$1 billion 
in previously unrecorded guarantees, 
some. related to Grand Marine; about 

K$200 million lent to Carrian Hold- 
ings, and HK$300 million in operating 
losses and accounting adjustments. This 
gross loss of HK$5.2 billion was par- 
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Shanghai Airlines 707: all dressed up and nowhere to go. 
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Merchants Steam Navigation Co. with 
4%. The Bank of China used to hold 
20% , but a few weeks ago that stake was 
transferred to China Cheer, which now 
holds 22%. China Cheer is a company 
incorporated in Hongkong in January 
with its registered office in the Bank of 
China’s own building. It is widely be- 
lieved that this transfer was made to 
facilitate the issue of an operating cer- 
tificate to Dragonair as a Besar one: 
owned gompany. 


G iven the new contenders’ satisfac- 
tion of Hongkong’s regulations, the 
question of their routes then becomes a 
matter of politics, ostensibly between 
Hongkong, Britain and China but also 
involving Cathay, the Civil Aviation 
Administration of China (CAAC) and 
provincial airlines being set up in China 
which must apply for routes to CAAC, 
which doubles as China's national air- 
line and its civil-aviation regulatory 
body. Some observers feel: that 
Dragonair's big-name Hongkong share- 
holders' influence in China guarantees 


tially offset by share issues raising 
HK$900 million, largely used to finance 
acquisitions. of assets from Carrian 
Holdings. 

lan Robinson, one of CIL's joint 
liquidators, said that his team has so far 
spent 50,000 hours on the job, surveying 
5 million pages of documentation and 
almost 700 cómpanies. The liquidators' 
time-charged fees amounted to HK$29 
million at 31 May, or almost HK$600 an 
hour. He said reaching final settle- 
ments might take several years but 
that small preferential claims from em- 
iras could be met much more quick- 

y. 

Robinson said the liquidators’ re- 
search into CIL’s affairs had been com- 
plicated by the coincidence of several 
other groups of investigators looking 
into this and other matters. These inves- 
tigating groups included, he said, Hong- 
kong's Commercial Crimes Bureau and 
the Attorney-General's department; in- 
spectors appointed under the territory's 
Securities Ordinance; a Malaysian Gov- 
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it the granting of sufficient routes and 
frequency of services, while others see 
the lack of any overt CAAC or other 
Chinese aviation interests in either com- 
pany as a handicap. 

CAAC director-general Hu Yizhao 
is known to be worrted about small air- 
lines springing up'outside CAAC’s con- 
trol in China (REVIEW, 6 June), and 
only a few plans for establishing inde- 
pendent airlines there have gone ahead 
on their own. One such airline is 
Shanghai Airlines, which has bought 
five 707s plus spares and training for 
US$9 million — but which so far has no 
crews and no routes, and has two of the 
707s in their new livery parked at the 
southern end of Shanghai airport's tar- 
mac. : 

CAAC and Cathay have a working 
relationship which is continuing to de- 
velop, and some observers feel that un- 
less there are other interests in China 
which have the power to ensure the 
granting of routes despite whatever 
CAAC may wish, then Hongkong's new 
airlines may be in for a bumpy ride. - i 





ernment committee of inquiry; Hong- 


kong's . Independent Commission 
Against Corruption, and the territory's 
Official. Receiver. : Ø 
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Interest income net of 
administration costs 


Estimated recovery of 
damages — possible legal 
actions against third parties 
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By Robert Manting in Washington | 






fits of US$1.14 billion for the. year 
ended 30 June, up 90% on 1983-84, 
hile experiencing the first decline in 
nding in its 39-year history. New loan 
ymmitments by the International Bank 
or. Reconstruction and Development 
BRD) were US$11.4 billion, almost 
US$2 billion below bank projections of 
$$12.6-13.3 billion and US$500 mil- 
lion less than the previous year. 
. Analysing the results of the bank's 
erformance over the past year, senior 
vice-president for finance | Moeen 
Qureshi said the bank’s profits occurred 
in large part because we were success- 
“the active management of our li- 
ssets portfolio.” Qureshi said 
iquidity was up from US$14.9 bil- 
US$17.4 billion in the past year. 
er major factor accounting for 
k's record net income was the re- 
d cost on new borrowing to 7.98% 














































(debt plus equity) to 7.44%. The 
. also increased its rate of return on 
vestment portfolio from 9.95% in 
84 to 12.63%. 

Bank vice-president Eugene Rot- 
said borrowing of US$11.1 billion 
lower than bank projections of 
1.3-11.9-billion, and the average 
f borrowing, 7. 98%, was down 
75% the previous year. Bank of- 


in 


borrowings, variable-rate bor- 
ngs and currency swaps — as the 



















A$3.9m . 
(US$2.8m) 


NZ$173m 
.(US$8.8m) 






HK$229.8m 
"u Msc) 
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World Bank makes more money k but lends less 


he World Bank reaped record pro- | source of its success in in- | 


‘duéed the cost of US$1.4: | 


1 helped lower the cost of total. 


s view the bank’s diverse mixture. 
nancial instruments — multi-cur- 
















ternational. capital: mar-- | 
kets. Currency swaps re~ 


billion medium- to long- | 
térm borrowings in 1985: | 
by 5.38%, and the total | 
cost of borrowings’ by 
0.06%. 

Rotberg would not di- 
vulge the breakdown of the bank's 
liquidity, but he did say that only a small 
portion is in certificates of deposit in 


commercial banks on a one- to 10-day. 


basis, while the bulk of holdings are in 
government bonds of different coun- 
tries. Eu m 

After swaps, the US dollar ac- 
counted for 24% of total borrowings, 
while the yen, Deutschemark and guil- 
der represented 70% of holdings. The 
sprea between the bank's return on h- 
quid investments and its Mire ‘cost of 
total debt in 1984-85 jumped to 3.96%, 


from 1.2% the previous. year. Of the 


bank’s loan portfolio of US$41.4 billion 
in outstanding loans and $6.4 billion in 
debt-service payments due in 1985, only 


US$25.3 million was overdue for more - 
than 90 days, according to Qureshi, with 


some US$20 million of that from 
Nicaragua. 


The striking difference between the 


bank’s remarkable financial perform- 
ance and its decline in total lending by 
US$1.1 billion (International Develop- 


ment Association — IDA — commit- . 
ments in 1984-85 fell to US$3 billion. 


COMPANY RESULTS | 








" : Net % change % change Dividend 

a a, Menon profit onperiod Sales onperiod ^ (prev.) 
Y31Mar. ¥81.8b 4103 4.63 474 Y14 
(US$343m) (US$19.4b) (Y14) 
Y31Mar. X2621b = 289.  31371t. +14 n.a. 
(US$109.9m) .. (US$57.5b) (n.à.) 






A$$59.7m 


(US$114.9m) (10g) 






N2$339.4m 
(US$172,3m) 


n.a. n.a. 






nta. n.a. 
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Sugar mills to be ralionalised, but low. sugar prices, which 
eroded profits, are expected to continue. — | 


A one-for-10.bonus declared. Broker forecasts for the aen : 
year are for a profit of NZ$24.5 million. 


Profit. included extraordinary loss of | HK$221.6 million. Com- : 
parisons were made before the hiving off of apps unit East- d 
ern Asia Navigation in August. _ i 


Formerly owned by: Wor car 
separately listed in August 1984. Profit is after extrao 
ds of HK$170. 1 millio DE "aerae hp Quel 


fact that bank officials say the \ 





g), per- 
turbed bank officials. 
| “There’s no inconsis- . 
+ tency between being an. 
| effective development 
E anstitution and making 
p money." said Rotberg, 
too. The. bank lowered 
- interest rates on IBRD 
B loans from 9.2996 x 

|| 8.8276 © beginning. 

July. Qurest i attributes 
*| the dropin bank lending 
J} sto “the curtailment. of 
investment plans. and 
shifts in priorities of a 








number of major borrowers." Bank offi- 


cials say those borrowers include the 
Philippines, Thailand and Indonesia; as 
well as Nigeria and Brazil. ; 
Bank executive directors of several 
less-developed. countries (LDCs) sa 
that the. policy orientation and cond 
tionality: of a growing. proportion. of- 
bank lending has been a significant fac- : 





Ig 
tor in the slowdown in bank lending ata. 
hird | 


time when capital flows to the 
World are at alow ebb. This, despite 





Bank reached a consensus at the April - 
Development Committee meetings on 
playing a larger catalytic role in increas- 
ing capital flows to the LDCs. y 


N onetheless, both Qureshi and Rot- 
berg say the drop in bank lending. 
was not the wave of the future: Qureshi 
said: “There’s now an upward trend in 
lending.” He said the bank's projections. 
for 198 5. 86 IBRD lending, which have 
been sent to the board, are in the range. 
of US$12-13.5 billion; and. for the next. 
three years should total US$40-4 bib 
lion. PELA, 








Comment 


Consolidated sales in the current year are expected to reach a 
record ¥5 trillion. 


Favourable interest rates and ao oo sales contributed toa 
sharp rise in group net income. 












emere “company 
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$13 billion a year without a 
increase. In addition, Rot- 



















































pni. increase, E 
or four years, Tm may be fiegative net 








US Treasury officials reiterate the 
view expressed during the April meet- 
ings by Treasury Secretary James 
Baker, that no general capital increase 
for the bank is needed. While previ- 
ously, bank president A. W. Clausen 
has said that a capital increase of at least 
US$40 billion would be required, now 
bank officials appear to be backpedal- 
ing. Qureshi said: “It is premature to 

talk about specific figures for a capital 
eee We won't reach that stage 
until next year.” At the same time, bank 
there i no discuss sion of 






een loans and santa reserves, nor 
are there plans to create a commercial 
arm of the World Bank — a “Bank’s 
bank” — to stretch its resources fur- 
ther. 

With regard to concessional re- 
sources, Qureshi said a review is under 
way, but that discussions over the next 
IDA replenishment to begin in July 
1987, have yet to start. The bank has 
also set up a one-time US$1.1 billion 
multilateral special facility for Africa to 
provide untied and quick-disbursing 
loans. The US has refused to donate ad- 
ditional funds for the facility. 

A portion of the bank's profits will 
. be given to both IDA and the Africa 
facility. The amounts have not yet been 
decided, but well-placed sources say the 
bank is likely to contribute something 
“in the US$100-150 million range to 
each concessional facility." 
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ut in interest rates which came only a week after 
the last cut was. implemented. Local prime was 
rimmed by a percentage point to 6% while in- 
erest on savings was nearly down to 1%. The 
Hang Seng Index closed at an almost four-year 
igh at 1,689.85, up nearly 50 points on the 
period. Trading volume surged to a daily average 
f HK$418.83 million (US$53. 7 million). Prop- 
rty stocks were the most immediate beneficiaries 
f the rate cuts. Conversely, banking shares, 
hich had already lost much of their attractive- 


i health of some banks, suffered. 

llar (making J apanese exports 1 more expensive) 
ier sessions. The index settled at 12,771.66 
22 


1 railway issues. Dealers said the mar- 
“a correction phase and was likely 






RE: in a sharp rebound from ilie previ- 
‘period's three-year low,-Fraser's Industrial 
ihead by 204. 08 points to finish the 
t 4,104.37. Trading volume showed a 
dy increase from 9.33 million shares at the be- 
üng of the period to 20.89 million on 22 July — 
- hig) est devel since March, The paver ees mene 
















S en use OE uide dus savings for he pur- 
íase of property helped the market ignore 
im ours of a run on a major local finance com- 








T UALA LUMPUR: Share, advanced across a 
road front in the ^ saviest trading since March. 
Praser's Malaysia Index climbed 230 points during 
the period while daily turnover tripled, with vol- 
ume on the last day reaching 19.7 million shares, 
valued at M$31.8 million (US$12.9 million). Sen- 
timent was buoyed by strong Wall Street and 
Tongkong gains, as well as by a government deci- 
sion to promote share investment by merchant 
banks and to create a M$1 billion investment fund 
for concessionary lending to development pro- 
ects. Analysts remain divided on the likelihood of 
sustained recovery, however. 


SEOUL: The composite index. edged down 
lightly more thàn à point to 135.31 in this holiday- 
hortened period, with average daily trading vol- 
mes dropping slightly to 10.34 million shares. 
government's recent announcements of mea- 
res to boost the economy and the stockmarket 
V Jost their sparkle, with investors worrying 

i y and recent adverse. political 


























OST ma T in Asia ‘rallied in the péHod to 
nce, fallirig interest rates and takeovers were r 
ness. Singapore and Malaysia were the. big gainers. 


HONGKONG: The. makel was buoyéd by another. 


ness as rumours continued to circulate about the | 


: A fall in pharmaceuticals, profit-taking | 
institutional investment trusts and a lower US. 

the end of the period after strong gains in | 
July. Daily trading averaged 445. 33 mil- 


. Heavy profit-taking was seen in. 


10V up again, mainly because of high levels 
l corporate and institutional investor liqui- l 






umbered gainers as the | 






or. reasons for much of the bullish- 


e 


period. progressed, with past. Eod such as 
resources exploration-related i issues, falling far be- 
hind. 


AUSTRALIA: aed. by a long-awaited upturn 
in commodity prices, Wall Street's record levels 
and a wavering Australian dollar. the market 
surged to new heights during the period. The Aus- 
tralian All-Ordinaries reached record levels three 

times and finished the period 23.2 points higher at 
926.5. It was well supported by rises right across 
the board, particularly in leading mining stocks. 
Following a month of fractional gains, the Metals 
and Minerals Index jumped 28.1 points to 536.4. 
The All-Industrial Index rose 25 points to a record 
1,349.9, strengthened by A$110 million (US$79.1 


million) worth of trading in Castlemaine Tooheys ; 


as Bond: Corp. revealed its bid for 50% of the lead- 
ing b 


NEW ZEALAND: The market could not sustain its 





record high reached at the end of the previous 


period and underwent a technical correction early 
in the period. But the market rallied towards the 


_end of the period as strong overseas interest in the 
‘leading stocks continued. The overseas buying in- 


terest has. also accentuated the tight scrip situa- 


tion, and, as a result, the market should remain 


firm i in the near term. 


MANILA: Mining BT. 
shares accounted for the. period’s slightly in- 
creased. value, turnover of P7.18 


shares. Most min $ 







-industrial indicator advance by 2.28 


pnis to 129.26. Oils again were lifeless, their 


index steady at 0.735. 


| BANGKOK: Having strengthened. in early ses- 


sions, the market lost momentum on profit-taking 
as the period drew to a close. While most popular 
counters suffered losses, the new market leader, 
Foremost Friesland, managed to gain ground in 
active trading. Selling resistance prevented the 
Book Club Index from losing more than the 0.47 
of a point it had to yield at the close. The index 
finished at 141.36. The long-dormant Union 
Pioneer was the biggest gainer. Volume totalled 
1.51 million shares, 
(US$7.5 million). 


TAIPEI: The market had an up-and-down period, 


with the weighted price fhdex dropping 20.93 


points to close at 652.15. Amid the decline, there | 
was a one-day rally on 19July which took the mar- |]. 
ket up more than 10 points on the strength of a `}. 


newly announced government plan to aid reces- 
sion-battered companies. 
days of the period saw a 15.43-point drop; as small 


investors who had been holding Yue Loong stock | 


in the hope of cashing i in on the Nissan purchase 

started selling, setting off a general decline in | 
t aily transactions remainec 

million (US S$10.4 million)... 





aly. \ Wall Street’ s strong perform- 


commercial-industrial 


million. 
(US$386,000) . ona halved volume of 80.2 million. |. 
d by Philex, ended higher | 
he n g index by 14.94 points to. 

be Mackay rose 6.4% to help the com- : 


| 


worth Baht 199.76 million z] 


The last two trading | 
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Standing at the heart of our network 
ning over sixty international banking 
res, the NatWest Tower in London forms 
d link in the global financial system. 


In the NatWest World Money Centre, 


of the world's largest dealing rooms is 
ned by a team uniquely centred in 24 
banking time 

Their working day comfortably spans 
lays end in Tokyo and the beginning ol 
1ess in New York. 

Small wonder, that in 1984, their average 

transactions were £1 billion - trading 
er 50 currencies. 

From this enviable position, they can 
'ss the vast amounts of economic energy, 
ms of capital and expertise, demanded 
day's corporations. 

Corporate treasurers faced with the 
ising pressure of floating exchange 
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rates, fluctuating interest rates and volatile 
markets need new and creative solutions. And 
NatWest people hold a unique fund of ex 
pertise in tackling a wide range of financial 
requirements. 

For example in pioneering new forms 
of project finance. 


For over a decade we have bee in- 


volved with North Sea energy, raising some of 
the largest private sector loans to finance 
development. 

Building on such experience, ou 
people are now amongst the world’s most 
successful lead managers in syndicated credits 
-from $5 billion to the oil industry to $2.5 
billion for the world's aerospace industry. 

Only last year, we were the 
first British bank to act as sole lead 
manager for a syndicated project 
loan for a North Sea development when we 


raised £225 million foi [otal Oi 
Moreover with experi: 
global client base and maj 
world markets we offer our 
innovative pri PosiIt ms 
With NatWesr's 
uon and close Connections with 
financial institutions, we believe n 
better placed to offer the successful 
tion of loans and add to its clients’ i 
through an effective relationshii 


unparaiieied 


We are geared to act 
dec isively across the entire 
international fnance 

And that's why we're becoming 
is the Action Bank 
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he small lakeside city of Dali, nestl- 

ing under the 4,000-m-high snow- 
capped Cang Shan mountains, recently 
braced itself for an invasion of traders 
and visitors from all parts of China's 
Yunnan province to the annual Third 
Moon Street Fair. 

An eye-popping variety of mountain 
minority peoples — dressed in bril- 
liantly coloured traditional costumes — 
joined in the opening march past for the 
biggest and best Dali country fair in de- 
cades. This traditional Bai minority oc- 
casion has been held every year for cen- 
turies to commemorate the legendary 
visitation of the goddess Guan Yin to 
the site and her role in subduing the 
man-eating monster-king, Luo Sha, so 
bringing peace and prosperity to the Bai 
people in this scenically beautiful re- 
gion. 

For most of the ll-hour journey 
from Kunming, capital of Yunnan pro- 
vince, to the Dali Bai Autonomous 
County, visitors travel along the old 
Burma Road. This was built during 
World War II by some 200,000 Chinese 
— men, women and children — who 
hacked the narrow road from the steep 
mountainsides. The road served as à 
vital overland supply route for goods 
and munitions from Rangoon to south- 
ern China before the Japanese cut it in 
1941. Today this same, slightly widened 
road, lined with leafy poplars and tall 
gum trees, still carries supplies — fuel 
from Kunming for the towns of Yunnan 
close to the Burmese border, and 
timber coming the other way to supply 
the boom in house-building among the 
richer peasants in Kunming. 

Dali became the capital of the 
Tibeto-Burman kingdom of Nanzhao 
(649-902) in the 8th century and, though 
little remains of the old city wall, two 
handsome gateways are the town's main 
landmarks. 

The Nanzhao kingdom, at its height, 
stretched southwards into northern 
Burma and Vietnam and made consi- 
derable inroads into China's Sichuan 
province. Its continual threat to the 
Tang dynasty led to numerous confron- 
tations with the Chinese armies sent to 
subjugate it, with bloody massacres by 
both sides. Following Nanzhao's down- 
fall in the early 10th century, the King- 
dom of Dali arose in its place in AD 960; 
it remained independent until it was in- 
vaded by Mongol troops of the Yuan 
a,»asty. It was finally incorporated 
into the Chinese empire in 1225. 

~ ali was the headquarters of a vio- 
lent Muslim rebeluon against the Qing 
dynasty in the 19th century. When the 
Qing army recaptured Dali in 1873, 
30,000 of the 50,000 inhabitants were 
butchered. It is said that 24 baskets of 
human ears were sent to the provincial 
capital as proof that the rebellion was at 
an end. . 








The tent city at the fairground, near 
the recently restored 9th-century Three 
Pagodas Temple, springs up overnight. 
Food stalls serving both Chinese and 
Muslim dishes cater to the ever-hungry 
fair-goers, who come to purchase new 
clothing, household necessities and 
mountain herbs. A brisk sale in wild- 
animal pelts of all kinds — including 
tiger skins from China's northeast 
(ranging in price from Rmb 2,500 
[US$875] to Rmb 5,000) and crudely 
cured yak skins for Rmb 100 — draw 
the custom of the Yi, Tibetan and Naxi 
peoples who both wear and sleep on 
skins. 

Jade bracelets and earrings attract 
groups of giggling, exquisitely dressed 
girls of the “Flowery Yi” tribe, whose 


E 
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Dali fair: crossroads of tradition. sro 
headwear is decorated with silver 
beads. Unmarried Bai girls, their 
braided and embroidered aprons worn 
over pale-coloured trousers and their 
heads adorned with multi-layered bands 
of cloth, are the most numerous of the 
minority groups. " 


ther items for sale include tradi- 
tional musical instruments — the 
Chinese two-stringed er hu violin, cym- 
bals. flutes, horns and bells. Craftsmen 
make bamboo steamers and bamboo 
water-pipes on the spot. Barkers de- 
clare loudly the thrills of their sideshow 
entertainment of "fierce animals" and 

"snake charmers. " 
It is the Tibetans, who travel in from 
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northwestern parts of Yunnan province 
to sell their traditional mountain herbs, 
who form the unique aspect of the fair. 
They camp together irf the fairground 
and sit in the shade of their temporary 
cloth or plastic dwelling-hutches, with 
their goods displayed before them — in- 
cluding week-old bear's paws which 
give the area a distinctive smell. Tibetan 
goods are expensive but popular. 

Other activities include cd 
competitions (at 22 paces), archery. 
wrestling and dragon-boat races. Mi- 
nority dances and singing are held 
throughout. Dancers include gentle, 
hip-swinging, sarong-clad Dai from 
Xishuangbanna in southern Yunnan as 
well as their neighbours, the Jingpo, 
whose women wear distinctive silver 
pendants hung like armour over their 
breasts and backs, and jingle pleasantly 
through their shuffling dance. 

Visitors to the area usually stay at the 
Dali Hotel in Xiaguan just 20 minutes 
drive south of Dali on the edge of the 
ear-shaped Er Hai Lake. Xiaguan, or 
the site of the original capital of th« 
Nanzhao kingdom, is today the main in 
dustrial and communications link ir 
the Bai Autonomous County. Like 
Chicago, it is nicknamed “the wind" 
city” because of the strong winds which 
blow off the lake. Xiaguan was once i 
resting place for jade merchants w 
travelled along the ancient Jade Rodi 
from Burma. A tea-processing fact 
continues, as of old, to produce brick 
tea, much loved by the Tibetans. 

Dali is famed for its marble, anc 
though the articles created from it fo 
sale — photograph frames, pestles ane 
mortars, paper-weights, liower-pot 
and replicas of the nearby pagodas — 
look rather dreary, the two-storeye« 
houses of undressed marble are stron, 
and elegant. The nearby townships c 
Zhoucheng and Zizhou are examples o 
Bai stone architecture and are charm 
ingly decorated. 

Zhoucheng's inhabitants are entirel 
Bai and one can observe their rich soci: 
traditions and costumes at leisure. Nc 
far distant is the Butterfly Pool, the fav 
ourite trysting place for young people 
Here, in the fourth lunar month, hur 
dreds of butterflies congregate. A B4 
legend relates the sad tale of a love 
thwarted couple who drown in the poo 
only to turn into exquisite butterflies. 

— Judy Bonavi 
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The Boeing new technology 
jetliners have one thing in com- 
mon — the same flight deck crew 
can pilot every airplane. No spe- 
cial training required. No addi- 
tional airline overhead. No crew 
scheduling problems. 

A757 crew can fly to one des- 





FLY THE LEADER. 


d ab. 


One crew flies them all. 





tination and make their return 
flight at the controls of the 767-200. 
Then the next day, take off on a 
767-200ER flight of 5900 miles 
that puts them on the other side 
of the world. 

Think of the efficiencies. 

Think of the pleasure and 


pride it gives your flight deck 
officers to fly such advanced tech- 
nology jetliners. 
With this kind of flexibility, 
your marketing people have a 
host of scheduling options as well. 
This is the Boeing family 
at its best. 


BOEING 
Getting people topether 
aaa, eee... 
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Where else but the Shangri-La. 





Stay in the premier hotels in Singapore 
and Kuala Lumpur, not necessarily the 
most expensive — simply the best. 

Enjoy the pleasures and comforts 
of two of the finest hotels in the world | 
at affordable prices. . 


E Shangri-La hotel S 


SINGAPORE KUALA LUMPUR 
SHANCRI-LA INTERNATIONAL HOTELS 
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e Shangri-La International: e Hong Kong (5) 242 367 * Kuala Lumpur (03) 222 388 è Singapore 737 3644 __ 
e Australia Std free (008) 222 448 ¢ London (01) 581 4217 * Tokyo (03) 667 7744 © USA & Canada (800) 457 5050 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok (Open 1986). Shangri-La Beijing (Open 1987). 
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l Philippines’ {AFP} figures which show 












tuding ourselves. 


gained momentum. This is reflected 








The article on n the Philip 
call the bluff by Robert Manning [25 
sad commentary, not 
on what he calls “insufficient military, 
economic or political reforms” expected 
by American officialdom of President 
Ferdinand Marcos, but on the sorry 
state of American journalism.today — 
its tendency to generalise, pre-judge 
without knowing the full facts, to be 
meddlesome. 


While we hold.a brief for the 
cherished traditional role of the media. 


as fiscaliser, when it becomes so pre- 
sumptuous as to egg on a government to 


"call the bluff" of another (granting | 
‘was one), the 


without admitting t 
media oversteps itself and performs a 
disservice to the of amity and 
understanding be * 
friends and allie 






Manning makes inuch of the sepi 


cism of a dozen State and Pentagon offi- 
cials, but is such scep: cism. justified? 
Our perception, we who 2 








the problems as well as ‘the implemen- 


tors of the much-needed reforms and 


whose very survival is involved, hap- | 
pens to be one of percep ible. and en 


couraging progress in allthe a 
mutual Philippine and American’ Con- 
cern. We cannot afford the luxury of de- 





In the area of counter-insurgency, 


our latest assessment of the past six | 


months is that the government drive has 
statistically by Armed Forces of the 
that, during this period, some 1,155 com- 


munist insurgents: were killed and 274 
others were captured with 803 firearms, 





while 714 civilians; 341 soldiers and 274. 
paramilitary force members and 63 local. 


government officials were killed. The 


communist insurgents lose every time 


they confront our regular forces. 

To us, this is the best indication that 
the military reforms we have under- 
taken of late, ranging from logistical, 
structural and disciplinary measures, 
are proving effective. Snide remarks 
such as the hands of acting armed forces 
chief Lieut-Gen. Fidel Ramos being 
tied are speculative and are disproved 
by developments. And the announc@d 
intention of Marcos to restore Gen. Fa- 
bian "gg | 


staff, when and if he is acquitted as an 


alleged accessory in the killing of former - 


senator Benigno Aquino, 
Filipinos, a matter of justice. 
, On the political side, the Philippines 
had instituted widespread reforms since 


is to US 


| the lifting of martial law in 1981 to in- 
sure the people's: political, social and. 


fights. Among the : most = a- 


gines, Time t to 


to his position as AFP chief of | 


 to-create the position of vice- president 


and the 1984 parliamentary e 


tor deficit to 2% of the gross n 


forms not only in government t 


Money s 


| represent. a cred 






to ensure an orderly succession, 
abolition of military courts, ii 
strengthening of the independence , 
the judiciary, the appointment of ai 
opposition member to the Commissio 
on Elections, a constitutional body. 
charged with overseeing the elections | 

elections 
which marked the end of the transition 
from the 1935 to the 1973 constitutions . 
that transformed the presidential sys- 
tem to a presidential-parliamentary 
type of government roughly similar to 
that of France. 
The Batasang Pambansa (national 
assembly) is scheduled to tackle in 
apie session 1 the omnibus e 















barticipáé é sectoral ^ cs 
been widened | so much so tha 































000 Oto 250. '000. 
Significant gains have been mac 
the economic-recovery progra 
particularly in reducing the balan 
payments defi n US$2.7 billie 
in 1983 to US$1.3 billion in 1984. 

An overall balance-of-payments 
plus of US$243 million was reache 
1984, compared with a US$2.1 bi 
deficit in 1983. Fiscal- -policy me: 
adopted in 1984 reduced the publi 






product, lower than the programme 
ure of 3.6% and the 198^ ratio of 4, 
The inflation rate dropped to 50.8? 
December 1984, from a peak of 6: 
in October. By the end of 1985 it i 
pected to decelerate to 10%. 

During the past two decades, N 
cos’ administration has aimed | at 





Philippine society as a whole. In 

fort, he has encountered not the | 
tions imposed by our meagre natio 
resources alone, but often the sce} 
cism of foreign observers. We know, 
however, that we are.on the right track 
and it is our constant hope that our. 
forts will be deserving the sympathy an: 
understanding of our friends. 


Gregorio S. Cerda 
Minister of informatio 








Manila 








efore politics 
I enjoyed sending the COVER STOR’ 
[18 July] on the changing political sci 
in Singapore. Much as I hate to say 
the opposition: parties now have yet 

dible forces in £ 



















































































PUBLISHED WITH THE NEW YORK TIMES AND THE WASHINGTON POST i 


The International 
Herald Tribune 
is looking for an 





. to motivate and coordinate the 
IHTs adv ertising sales operation. 
throughout the Pacific basin. The position 
is based in Hong Kong and reports 
directly to the Managing Director Asia/ 
Pacific. The successful candidate will have 
advertising sales experience, preferably 
 area-wide, at a supervisory level. Salary/ 
benefit package negotiable in accordance 

with experience. 





* 








Write: Mr. Rolf D. Kranepuhl  . 
Director of Advertising Sales 
Intemational Herald Tribune. 





attempt to defame the deceased | 


testifying to the at 


| sition parties is “mor 
mater " ‘coined by C hiam See 
Tong recently. Young, present-day Sin- 





gaporeans, unlike their. prec decessors, 


are far more interested in making 
money than in changing society. Oppo- 
sition politics is not only less rewarding, 
it is also hazardous. For aspiring politi- 
cians, the People’s Action Party is 
therefore an obvious choice. Unless the 
opposition parties can overcome that 
problem, they will remain in the wilder- 
ness for a long time to come. ! 

Singapore Gerald Tang 


Soong fiction 


As a student of contemporary ‘Chinese 
history, 1 was furious while reading 
Dick Wilson’ s review of Sterling Se 
grave's book The Soong Dynasty [ 
July]. I read the book thoroughly with 
the same feeling « of fury. | | 
Wilson's review is a` rubbish. "The 
book is full of hogwash, fabrications, 
oroar: and unsubsta ated all ga- 















Bud publicied book. as ta mor 
than “a crackling made-for-TV story HE 
To add insult to ‘injury, W x 









not cricket by any British or 
d i 


a ae ‘quran 
book. AS. an a itho 


ing Wilson’ s Ae" you should 
pointed out that Seagrave's book is es 
sentially a fiction which has no redeem 
ing historical value at all. . i 


Sugarland, Texas “James! M. Cha wa 








Petrol sub-species D 


Your readers have-been regaled with.. 
couple of articles recently on the folk am 
of Pakistan as displayed. on the back 
and sides of lorries and buses. “No one 
however, has focused on the sub-spe 
cialisation of petrol tankers and th» 
many variations of the compulsor 
notice. HIGHLY INFLAMMABLE. 





"have come across too many HIGLY I 


FLAMMABLE to count. I have seen om 
or two HIGHLY INFLEMMABLE, be 
the best I have seen so far was parked k 

i ace in Skard 


gannan unin nr Ann KEN! 


or more than 2,000 years, despite many wars, Chinese | 
civilisation has held together. The Chinese identity has 
always been based on shared values, laid down in the Con- 
fucian classics, but also in popular operas and stories, and 
a common history. Confronted with the modern world of 
Western colonialism, rationalism, technology and Marxist 
revolution, many traditions have been broken. Scholar and 
translator John Minford describes how young Chinese art- 
ists in China are trying to pick up some of the broken links 
with the past. And the REviEw's Taipei bureau chief Carl 
Goldstein addresses the Taiwanese problem of keeping 
traditions alive while being cut off from their source. Chang Tsong-zung, a 

Chinese art expert and dealer, explains how Hongkong Chinese cope with cul- 
tural discontinuity in an international city. He also introduces the work of Jin 
Yung, the greatest contemporary writer of martial-arts fiction, the last ee | 


| 
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Page 8 
. Indian Prime Minister Rajiv Gandhi 
..and the moderate Sikh Akali Dal sign | 









greement on Punjab which could ` 
efuse militant Sikh agitation, but 
jana state resents coficessions 
e at its experfse. 


Sar 


Page 10 viae 
China's President Li Xiannian and US 
President Ronald Reagan sign a nu- 


-clear agreement, but Li's visit to: 


< Washington is otherwise largely cere- 
-. monial, leaving some problems unre- 
: Login 


: 43-14 
e US Congress reaches a com- 
. promise on economic and military aid 
for the Philippines after President 
Marcos. moves to ‘study’ possible 
abrogation of the US-Philippines 
P bases. agcord. . 


ushes ahead with its 


Cover picture: Han nies (Tang dynasty) National sak T 


m, Peking. 





Page 44 

indonesia’s adherence to Opec pric- 
ing and marketing guidelines for its 
| petroleum i is likely to mean a continu- 
ing decline in its development spend- 





Page 45 
| The Philippines' 1986 ibida con- 
| tinues the austerity measures man- 


| dated by foreign lenders and the In- 


priming. 





The continuing decline in the earnings 


Jead to some of them pulling out of the 
-loan business altogether. Meanwhile, 
acutinthe prime rate seems aimed at 
saving the government money. 


Pages 50-52 | 

Australian. entrepreneur Alan Bond | 
launches.a A$1-1 billion takeover bid 
for a major brewery group at a time 
when his.style of corporate raiding is 
under fire. The Review profiles his op- 
erations. 

. 


Page 62 : 

A highepowered committee points to 
the damage done to Singapore's 
growth prospectsc by its high-cost 
wages policy and the government 
reacts with new incentives to get 
business moving again. 





Toyota’ E plans for anew /US car E 
seem à mix cof. fence mending. and a 













of foreign banks in Japan will likely 
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ternational Monetary Fund, but finds | . 
a little extra for. ection pump- 
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. land's Science and Technology 
Minister Damrong Lathapipat 
= said by police to have shot 
- himself on 29 July — has stun- 
.ned political — circles — in 
"Bangkok. Friends of the mild- 
“mannered, non-controversial 

minister were at a loss to ex- 
plain why he should have taken 
his own life. Damrong was 
being driven from his mid-city 
“home to attend a cabinet meet- 



















ht temple with a .38-calibre 

ol, itis alleged. He died two 

ours later in hospital, without 

egaining consciousness. 

< An aide who was with him 

n the car said Damrong had 
m . PETER RORLACHETG 

















sked the driver to circle the 
ilding while he studied a 
raft report on the sixth na- 
tional economic and social 
development plan which was 
.due to be discussed by the 
. cabinet. A senior official said 
-Damrong was dissatisfied with 
:the document because of the 
* scant importance it placed on 
- technological development. 
But in the apparent absence of 
* a suicide note, there is nothing 
to indicate that this might have 
been a motive. — John McBeth 
Burmese rebels blow 

up train, kill 67 

Some 67 passengers were killed 
and 112 injured when a train 
fan over a landmine planted 
“near Kywebwe, 145 miles 
north of Rangoon, and was 










‘officials have 
“plosion on 

hout identifying them, but 
ethnic : | 
vave been active in the area. 





ing chaired by Prime Minister - 
rem Tinsulanond when, as his . 
turned into Government . 
, he shot himself in the 






own up on 24 July. Burmese 
l blamed the ex- 
“destructionists” | 


Karen rebels are known: 





į | This is the first time in five | g 
P years that the Rangoon-Man- 


dalay line has been hit by 
saboteurs andit is regarded asa 
setback to the authorities’ 
hopes of a smooth run-up to 
the forthcoming congress of 
the ruling Burma Socialist Pro- 
gramme Party. 

Meanwhile, recent reports 
in the state-owned newspaper 
Vanguard revealed that Bur- 
mese troops killed at least 62 
Kachin rebels and wounded as 
many again in a major en- 
counter near Momauk in north 
Burma in early June. 

— M. C. Tun 


North Korea gets new 
Soviet fighters 










the delivery of MiG23s for the 
first time to North Korea, a 
senior US official confirmed. 
"The move signifies both a sub- 
“stantial upgrading of Moscow- 
| Pyongyang relations and the 
keen attention the Soviets 
now devote to the 
strategic balance in Northeast 
j Asia. The first six fighter jets 












































:delivered in May — the first 
| significant Soviet arms transfer 
to North Korea since the early 
1970s — is said to be only the 
first. consignment of substantial 


E. 


eral squadrons. 
The quid pro quo for the 


| President Kim Il Sung has long, 
but until now unsuccessfully, 


involves new landing and over- 


force in North Korea, another 
source said. Itis doubted, how- 
ever, that Kim granted any 
concessions enhancing Soviet 
naval access to North Korean 
ports. — Richard Nations 


Sihanouk threatens to 

quit Cambodia coalition 
Incensed at a report that 
Khmer Rouge forces had killed 
.3& of -his men over the four 
months up to 10 June, Prince 
Norodom Silfanouk has once 

























presidency of the coalition gov- 
ernment of Democratic Kam- 













Sihanouk said that if the 









‘constituents of the coalition 
government — kill one more 


décision to quit. 


The. Soviet Union has begum. 


fluid 


| force expected to comprise sev- 
modern aircraft North Korean. 


sought from Moscow probably. 


flight rights for the Soviet air- 


again threatened to resign the | 


puchea. In a telegram to his son. 
and Bangkok representative, . 
Prince Norodom Ranariddh, 


Khmer Rouge — one of three: 


Sihanoukist, he would make an | 
“irrevocable and irreversible" | € 










^n 


| Japan releases few new 


| liberalisation details 
| Japan's" Action Programme 
| for the liberalisation of foreign 
| trade and finance, published 
‘on 30 July, set a firm date for 
the liberalisation of interest 
rates om high-denomination 
| time deposits. Rates on depo- 
| sits of ¥1 billion (US$4.2 mil- 
| lion) and over will be lib- 
eralised from later this year. 


| The Ministry of Finance has yet 


to give details of its plans for 
liberalising interest rates on 
small deposits, but says it 
hopes to have reached deci- 
sions in this area by early 1987. 
Small-deposit liberalisation can 
only take place after nego- 
tiations with the Ministry 
of Posts and Telecommunica- | 
tions, which is responsible for 
the post office savings system. 
Most of the programme's de- 
tails had been previously an- 
nounced, | 

In addition to more than 
1,800 previously announced 
tariff cuts, the final version of 
the action programme calls for 
cuts on some 20 hi-tech compo- 
nents. Decisions on the precise 
margin of cuts in these areas 
-are to be made over a three- 
year period. — Charles Smith 


World Bank backs 
Indian investment 













































tial plant expansion in cement 


help of the International Fi- 
nance Corp. (IFC), the invest- 
ment affiliate of the World 
Bank. Larsen and Toubro will 
spend US$98.5 million to dou- 
ble its cement capacity in 
Maharashtra state to 2.2 mil- 
lion tonnes and US$23.5 mil- 
lion to establish a heavy-en- 
gineering facility in Gujarat. 
The IFC is lending US$13.45 
million towards these projects. 
The balance of the funding will 
come from Indian. develop- 
ment institutions, a rights 
issue, a debenture issue and 
internal cash flow. 


firms hit by slump 
| While South Korean exports 





lier, bringing their share of the 


A major Indian industrial en- | 
terprise is to invest in substan- | the 


and heavy engineering with the | 


— Paul Sillitoe | 
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country's total exports down 
slightly to 47.3%. The largest 
exporter was Hyundai Corp., 
which. sold US$1.48 billion 
worth of goods, followed. by 
Daewoo. and Samsung Corps., 
and Lucky-Goldstar Interna- 
tional. While Daewoo enjoyed 
a 14.4% rise in exports, led by 
ships and offshore structures, 
both Hyundai and Samsung re- 
gistered declines. Emergency 
efforts to streamline export 
procedures fgr all South Ko- 
rean companies to buoy overall 
exports are expected to cut into 
the GTCS competitive edge. 

— Paul Ensor 


Indonesian business 

team visits China : 

A delegation of 123 Indonesi — 
businessmen, led by the In- 
donesian Chamber of Com- 
merce (Kadin), left Jakartà on 
26 July on an eight-day trip to 
China to explore direct deal- 
ings between the two — after 
an 18-year hiatus. The trip, de- 


“layed when political debate 


over the issue. surfaced in 
Jakarta, was given final ap- 





Differing reports on 
China trade gap 
China recorded a US$3.16 bil- 
lion trade deficit during first- 
half 1985 — or a USS6 billion 
deficit, depending on, which 
ministry did the counting. The 
Ministry of Foreign Economic 
Relations and Trade. (Mofert) 
said on 24 July that. imports 
rose 70% during the period, to 
US$14.42 billion, while ex- 
yrts fell 1.396 to US$11.26 bH- 
ion. Mofert said the decline in 



























| Corp. These swaps make US dollars 
Philippines - available at a rate below the London ng bol 
President inter-bank offered rate. of the Third Worl 
"Ferdinand Marcos _ RENS T . . | Black African nati 
 plannedtocalla | PRIVATE SHOWING variety of favours, | 
state of emergency | Vietnamese Foreign Minister able to deflect any. i 
in early July, but . Nguyen Co Thach has finally got to its remaining d colo 
was dissuaded see a pirated video version of The problems — whichd 
during an Killing Fields, David Puttnam's Guadeloupe as well i 54 
extraordinary Weiss oi on tap Feat Caledonia ~~~ before the 
cabinet meeting b etween a correspondent of The New TEL PUN S 
Marcos. military officers assistant. The tape was sent to Thach | US diplomats in Seoul are 
| and cabinet officials. Marcos was at his request by a Western embassy, uncomfortable with the South | : 
-worried about infiltration of labour which had earlier supplied him with a | Korean Government's handling 
< unions by Communist Party of the copy of the paperback book ofthe ^ | events following the end ofthe 
"Philippines cadres, and had decided | same name. | "ec NC occupation by students of the 
-touse emergency measures to ban i Information Service bt 
© strikes and detain leftist labour | ing th 
eitators. Foreign intelligence 
irces say several cadres working 
^with unions in the Manila area have 
"disappeared permanently" since 
then. The sources do not discount the 
possibility of Marcos calling a state of 
emergency in the future, however, if 
the rash of recent strikes — some of 
which were violent — do notsubside. 


.SWAPPING AROUND 

Several Japanese corporations are 

believed to be seriously considering 

"issuing Australian or New Zealand 
-dollar Eurobonds in complicated 
$wap deals as a relatively cheap way 
of raising US dollars. Japanese 
corporate enthusiasm for "Euro- 

 Aussies" and "Euro-Kiwis" is riding 













maman mea 
















































ICI ON PARLE... 
Japan is hoping to use the Western _ 
European Union (WEU), consistin 
_of Britain and the original six x ati 
members, as a channel for stepping | US, The subseque f 
up its contacts with Europe over > | | of 20 students in connection w 
defence issues. The WEU includes - | affair has made it very diffic 
France, which is seen in Tokyo as”. =] Walker to fulfil his pledge without 
being the pivotal country in Western | offending the South Korean 
Europe. Japan's stress on Frani authorities. — . 
key European country is in harm | P 
'with Prime Minister Yasuhiro ^ <>] A bà 
Nakasone's personal leanings. — Soviet Am 
Nakasone won a French-language ^ | Valentin K 
diploma as a student and prides — | precedent | 
himself on his French ability. embassy's 4 
E | | house some dis 
PARIS’ PACIFIC PLOY _ Bangkok’s re: 
France’s new tough line against South | area. The en 
Aussi Africa — withdrawing its ambassador | post in October 198: 
high after two successful first such and banning new investment there — | some months ago, $ 
Issues negotiated by Schroders Public | could have a spinoff for Paris’ South | to meet more peop 
o. in July: a A$30 million (US$21.4 | Pacific diplomacy. Some Mel: | wife, Natalia, 
| 
| 
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ig on à 
more open face than their — 
predecessors. 





lion) Eurobond issued by Nissho | states, especially Vanuatu, would and seem to be putt 
1 Australia, and a NZ$40 million | like the New Caledonia issue brought - 
$20.7 million) bond by Nichimen | before the United Nations _ 
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A AN Rouge had killed 38 of his soldiers, it was re- | lations., Paramilitary forces entered 
~The government freed two non-diploma- | ported (28 July). Golden Temple to break up clashes berwe: 
‘tic Pakistan Embassy employees who had moderate and militant Sikhs (30 July). 
been held on spying charges, the Pakistani | CHINA | "WD 

prime minister said (28 July). Ten Afghan An Indonesian trade delegation in China | NEW ZEALAND 

and Soviét soldiers were killed when rebels | to re-establish official trade links held talks | The police issued warrants for the ar 
launched à night-long attack on Kabul air- | with Chinese officials. President Li Xiannian | of three Frenchmen over the sabotage c 
port, Western diplomats and rebel leaders in | met Mickey Mouse in Disneyland (29 July). | Greenpeace protest ship Rainbow War 
Islamabad said (30 July). .. | and the death of a crew member (26 Juh 


danced Sikh militants rejected the agreement be- | PAKISTAN. | 

he first political party formed in 23 | tween the government and the moderate | Five people were killed when a 
the Brunei National Democratic | Sikh Akali Dal party on settling the Punjab | earthquake hit northern Pakistan, 
Called for greater political freedom | crisis (25 July). The Akali Dal called off its | Pakistan reported (30 July). . 


























campaign fof greater political and religious dii eu 
autonomy in. Punjab D6 July). Police were | SOUTH KO 
put on guard at the Golden Temple after i 
Sihanouk again | Sikh youths demonstrated against their lead- 
.the presidency of the | ers’ decision to call off the campaign (27 
chea coalition govern- | July). India and Pakistan resumed talks in 
rts. that the. Khmer | New Delhi.on normalising their | 
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Gandhi and Sikh moderates sign a promising accord 





By Salamat Ali in New Delhi 


n a swift move that took even some of 

their close political associates by sur- 
prise, Indian Prime Minister Rajiv Gan- 
dhi and Sikh leader Sant Harchand 
Singh Longowal signed an agreement 
on 24 July, aimed at ending the five- 
year-old turmoil in Punjab state. The 
agreement gives Longowal's Akali Dal, 
the dominant Sikh political party, al- 
most everything it had demanded of the 
late prime minister Indira Gandhi in 
July 1981. 

Although the agreement was hailed as 
a triumph of sanity, the government faced 
inevitable criticism: had the same accord 
been signed in 1981, the loss of 
thousands of lives, Mrs Gandhi's 1984 
assassination by Sikh militants, the 
mutiny in and desertion from the Indian 
Army of Sikhs sympathetic to militant 
demands, the rise of secessionist Sikh 
terrorism, and the strain in relations 
with neighbouring Pakistan might have 
been averted. 

Welcoming the accord, all of India’s 
major opposition parties have hoped it 
will find general acceptance among all 
Punjabis and pave the way for a speedy 
return to normalcy in Punjab. The 
agreement optimistically concludes: 
“This settlement brings to an end a 
period of confrontation and ushers in an 


ro 


Longowal: triumph of san 


era of amity, goodwill and cooperation 
which will promote and strengthen the 
unity and integrity of India.” 

The ll-point agreement gives to 
Punjab the federal territory of Chan- 
digarh, which is currently shared as the 


Peace in Punjab 
E 











capital of both Punjab and Haryana 
states. On rival territorial claims of the 
two states, a commission set up to re- 
solve the issue is to give its recommen- 
dations by 26 January. And on the far 
more thorny issue of sharing the waters 
of the Sutlej, Beas and Ravi rivers 
among Punjab, Haryarm and Rajasthan 
states, a tribunal headed by a Supreme 
Court judge is to give its recommenda- 
tions within six months. 


he accord has been received bitter- 

ly in Haryana. state. Oppositi 
members of the Haryana assembly ha 
threatened to resign in protest against 
what they describe as a sell-out of 
Haryana’s interests. Mrs Gandhi, while 


| agreeing to. give Chandigarh to Punjab, 


had proposed that the Hindu majority 
Fazilka and Abohar areas along the bor- 
der with, Pakistan be transferred to 
Haryana and be linked with the state by 
a corridor passing through Punjab. 
Haryana Chief Minister Bhajan Lal 
has said that Abohar and Fazilka would 
certainly come to his state and that the 
interests of Haryana in the matter of 
river waters will also be fully protected. 
He has demanded a grant of Rs 100 bil- 
lion (US$8.4 billion) to build a new cap- 
ital for Harvana. However, considering 





Crackdown on rioters 


New Delhi's hard line on Gujarat violence takes effect 


Ho government's efforts to bring the 
five months of violent confrontation 
in India's western coastal state of 
Gujarat under control appear at last to 
be taking effect. With all major political 
parties in the state demanding strong ac- 
tion, the new chief minister, Amarsinh 
Chaudhary, has threatened to impose 
punitive taxes on violence-stricken 
areas, as well as implement the draco- 
nian Anti-terrorist Act used to enforce 
order in Punjab until recently when it 
was allowed to lapse.. 

The Anti-Terrorist Act provides for 
the death sentence or life imprisonment 
for those convicted of acts of terror, and 
also permits the properties of persons 
wanted by the police to be confiscated 
by the state. Convictions under this law 
may only be appealed against in peti- 
tions to the Supreme Court of India. Yet 
another measure is a proposed law to 
prevent distress property sales in the 
strife-torn areas. This may add to the 


hardship of terror-stricken minorities 
who henceforth will not be allowed to 
sell property at throw-away prices as 
they flee violence-torn neighbour- 
hoods. But the law is designed to re- 
move one of the incentives motivating 
attacks on well-to-do minorities — Mus- 
lims in Hindu-majority areas and Hin- 
dus in predominantly Muslim neigh- 
bourhoods — forcing them to abandon 
their homes and sell their property. 
Apart from other  sociological 
causes, the widespread turbulence in 
Mahatma Gandhi's home statis attri- 
buted to the shortsighted policy of the 
last chief minister, Madhavsinh Solanki, 
who, failing to restore order, was forced 
by Prime Minister Rajiv Gandhi to re- 
sign on 6 July. The ruling Congress 
party's power base in Gujarat has al- 
ways been the under-privileged commu- 





nities composed of untouchables, tri- | 


bals, Kshatriya and Muslims. Solanki 
sought to broaden this base by attract- 





ing into the Congress alliance other 
under-privileged castes by pledging dur- 
ing the election to raise their reserved 
quota from 10% to 28%. 

Under the law, quotas are sel 
reserve positions for the under- 
privileged scheduled Hindu tribes and 
castes for admission to medical and 
technical institutions as well as em- 
ployment in government service. Mem- 
bers of these castes also get out of turn 
under a gazetted roster of advance- 
ment. 


he Gujarat crisis was precipitated 

in March by Solanki who insisted on 
projecting the enhanced reservation po- 
licy as one of his main election planks 
during the state elections even though 
Congress swept the state in national 
parliamentary elections in December. 

Gujarat has a population of 34 mil- 
lion of which 36.15% is from under- 
privileged Hindu castes who are not in 
conflict with the equally under- 
xivileged Muslims. The dominant 
janiya and Patel upper castes who see 
their interests threatened by the quota 
policy launched an agitation in March to 
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ently not be merge ‘with Haryana. i 
~On the emotive issue of the Sikhs’ 
71978 Anandpur Saheb resolution, 
. which called for greater 
Punjab, and which Gandhi denounced 
-during his 1984 election campaign as 
separatist, the prime minister accepted 
Lofgowal’ s assurance that the resolu- 
tion was aimed only at greater au- 
tonomy for the states with a view to 
strengthening the country's unity. The 
resolution has been referred to a:com- 
mission which, for more than a year, has 
been examining centre-state relation- 
-ships.. On this. change in Gandhi's 
“stance, one cartoonist quipped: “Then 
he was a politician. Now he is a states- 
man." 

Other important concessions gained 
by the Akali Dal include promised legis- 
lation extending control of the Sikh 

wines Management Committee to all 

kh shrines in India. In addition, the 
government is to make ex-gratia pay- 
ments to those killed in Sikh agitation 
since 1 August 1982. Compensation for 
property damage is also to be made. 





The central government has also prom- - 


-ised to take steps to promote the Pun- 
jabidanguage and has assured that merit 







“cruitment. 

(o0 [tis widely believed that the. accord 
¿was ¿made possible through secret 
; megotiations. The agreement was said to 





six weeks ago with an understanding 






"Employees of both the state and gov- 
ernment joined the campaign in a sepa- 
| &actioninearly May and were still on 

ike at the writing of this report. The 
"Muslims' refusal to join the agitation at 
the beginning gave the clashes a com- 
“munal dimension from the start. 


Rioters all over the state, especially 


vin the state capital Ahmedabad, which 
5s.also India's largest textiles centre, 
have been battling for the past five 
“months, with hand bombs, firearms, 
. Molotov cocktails, knives and stones. 
-Conservative estimates put the number 


-jured and homeless into thousands. No | 
-estimates of the losses due to arson and 
^ looting are available, but the damage to 
property — believed to be enormous — 
“is compounded by the fact that the 
police are believed often to have joined 
-hands with the looters rather than re- 
Strain them. The army has twice been sent 
dnto Ahmedabad and last withdrawn on 
.20.R hough more for political than 
ive reasons. 

ef minister has made his 
ators by withdrgwing 











^have. been concluded informally some 





autonomy for | 

















—————————— — P — bnenen team 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


| dhian, 


eon 


that it would be formalised at a "suitable 
time.” Punjab Governor Arjun Singh 
held as many as 14.meetings with Lon- 
gowal and other Akali leaders but, in 
concluding the agreement; Longowal 
did not confide in two of the other four 


| top leaders of his party. On the govern- 
ment side, the pro-government Hindus- 


tan Times said, Gandhi did not take into 
confidence even President Zail Singh 


| and fixed the meeting with Longowal 
alone will be the criterion for selection | 
for the army. which has a large Sikh com- | 
“ponent. This is to ease Sikh apprehen- | 
sion of possible discrimination iñ re- | 


for 23 July because the president was to 
be away from the capital then. 


] al received endorsement of his 
action from his party on 26 July but 
not without bitter exchanges with the 
two colleagues in whom he had not con- 
fided. The. two leaders, former Punjab 

chief minister Prakash Singh Badal and 
Gurcharan Singh. Tohra, argued that 


cational institutions, and by the uncon- 
ditional release of all those arrested dur- 
ing the riots. He is now negotiating with 
government employees who are still on 
strike. He is assured full support by 
every political group in ending the vio- 
lence. Butin the process, he cannot but 


antagonise at ‘least some of the Con- 


gress’ traditional supporters. 

Social scientist Rajni Kothari argues 
that there are some completely false as- 
sumptions about the culture of Gujarat: 
it is mercantile, hence accommodating; it 


| i5 largely Jain (a Hindu religion) believ- 
of dead in the hundreds and of the in- | 


| ing in Ahimsa (not killing any liwing 


| being). hence non-violent; and it is Gan- 
hence given to an attitude of 


piety "nd trusteeship: towards the de- 
prived and the destitute. 
some observers argue that, at best, 


| the strong administrative measures the 


new chief minister is adopting will only 
brush under the carpet the violent man- 
ifestation of an escalating social con- 
flict. The anti-reservation agitation of 
1980 was.far less violent. The next. agita- 
tion could be even more violent tt an the 
latestone.: ss) — G7 Nama 





EXORCISING GHOSTS 















until a couple of weeks before gm SS 
the accord, Longowal had pledged not 
to negotiate with New Delhi. TI y 
further argued that the accord ways) 
on a general amnesty for the thousa) 
of Sikhs who remain in Nos and 


mated 12. 000 Sik h | 
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to «become awed in a | political g gan = 
though in punishing the mutineers and 
deserters the courts. martial have not 
been as harsh.as they could have bee 
under the Army Act. ; 
Predictably, — Punjab's — militi 
breakaway Akali Dal, led by Jogin 
Singh, father of the late militant leade 
Sant. Jarnail Singh Bhindranwale, and 
the militant All-India Sikh Students! 
Federation have described Longowal a 
a traitor and quisling. : 


The student organisation, which» 
banned following the army crack 
in Punjab in June 1984, was allowed t 
operate two months Eon It aT 
Han most Sikh js 
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jab is not to be extended. Punjab must 




































































liament, which at the. present time does 
‘not have a single [E presentegve from 
;Punjab. 


N ew Delhi believes that by ieee Lon- 
- M Wegowal and his associates from jail in 


wal re-establish his credibility with the 
Sikh masses. New Delhi kept quiet even 
when he garlanded a relative of one of 
Irs Gandhi's alleged assassins. Longo- 
w i was told that there ONR be no ob- 


tion to Akali Dal forming a govern- 
ment in Punjab should it secure an elec- 
toral majority. Some observers are spe- 
ulating also on the possibility of a Con- 
gress party~Akali coalition government, 
if not an electoral alliance, to be formed 
right now. 
-. On 30 July Longowal overcame an- 
ther hurdle when a meeting of moder- 
ate Sikh leaders from all over the Coun- 
| try endorsed the agreement at a meeting 
in Amritsar — but not before his sup- 
porters fought with swords, stones and 
ockey sticks with 800 opponents of the 
agreement, leaving 12 injured. Police 
used batons to break up the clash, ar- 
resting 35. 
' All the same, the accord is a triumph 
r Gandhi, for he hàs redeemed his 
toral pledge of assigning the highest 
ority to Punjab. This enhances his 


the netion’s problems. 


/ logically and 
a fair manner. l 





w Delhi's emergency rule over Pun- 


- also elect members to the national par- | 


-March and by being patient with his tru-. 
culent statements, it has helped Longo- . 


age as a ruler who sincerely wishes to | 







ar Security . Area GSA). Lee proposed 1 re- 


ByN Nayan Chanda i in Washington 
; A largely ceremonial visit by China's 


President Li Xiannian to the US 


“was sweetened by the signing of a nu- 


clear agreement, but differences over 
military relations, Taiwan and Cam- 
bodia were not removed. 

The Sino-US nuclear agreement, 
which was initialled during President 
Ronald Reagan's trip to China in April 
last year, ran into trouble over the issue 
Of safeguards against non-proliferation. 


‘Confident that adequate guarantees 


have now been provided by Peking. the 
administration has gone ahead and 
signed the agreement. Although a de- 
gree of scepticism remains as to the na- 
ture of the guarantees contained in the 
still undisclosed agreement, the US 
Congress is likely to give its approval. 
The agreement opens the door to sales 
of US nuclear techology and the US nu- 
clear industry, which has fallen on hard 
times because of environmentalist con- 
cerns, is eagerly looking forward to bid- 
ding contracts valued at an estimated 
US$8-10 billion. 

Congressional concern was express- 
ed not only over the reported vagueness 
of language on non-proliferation, but 
over intelligence reports about China's 
cooperation with Pakistan in producing 
nuclear weapons. But true to the prac- 
tice of what has become known as "trip- 
driven diplomacy," Li's visit provided 
an incentive to hurry up and conclude 
an agreement. The text of the nuclear 
agreement has still not been published, 
but administration sources have said 


that the original text initialled last year - 


remains unaltered. Also, additional 
Chinese assurances are reported to have 


been provided in conversations recently 
held in Peking between Chinese Vice- 
Premier Li Peng and chief US nuclear 
negotiator Richard Kennedy. 

Kennedy was informed that Chinese 
technicians at a Pakistani nuclear plant 
had been withdrawn, though the 
Chinese insisted that the withdrawal 
was for reasons other than US concern. 
China is also reported fo have given re- 
peated and detailed assurance that 
China has not aided and will not aid any 
country to acquire nuclear weapons. A 
classified memorandum of these con- 
versations will be presented to congress. 

Aware that the text of the agre... 
ment, or what some critics call t |. 
"bizarre way of doing things" by usinga ` 
memorandum of a conversation as an © 
assurance, may be insufficient for con- 
gressmen, the administration has said 
that "to a very considerable degree. we 
rely on China's perception of its own in- 
terests" in respecting the non- -prolifera- 
tion commitment. , 


hile the signing of the nuclear 

f agreement has removed one cloud 
hanging over the Sino-US relations, 
as expected, Li had no luck in his at- 
tempt to interest Reagan in China's 
“one country two systems" policy as 
applied to Taiwan. Li reportedly told 
Reagan that now that he has a fresh 
mandate for four years he should play 
a role in bringing Taiwan towards ac- 
cepting this concept. Reagan politely 
declined any involvement. Privately 
an administration source said that “one 
country two systems is just a slog, ~ 
not a concept, and it is being defined | 


Smiling all the way... 


Pyongyang seems out to charm US, if not Seoul 


By Shim Jae Hoon in Seoul 


I: what officials here view warily as a 
derect appeal to Washington, North 
Korea has signalled its willingness to 
adopt at least some of the confidence- 
building measures which the ÊS has 
long advocated to reduce tensions be- 
tween the two Koreas. 

At a meeting of the military armis- 
tice commission at Panmunjom on 29 
July, the North Korean delegate Maj.- 


Gen. Lee Tae Ho astonished his coun- | 
 terparts from the US-led UN Command - 
by proposing negotiations on a series of | 


tension-reducing steps within the Joint 


moving military posts and installations 
along the route travelled by delegates in 
the Demilitarised Zone; halving the 
number of 65 armed guards | perma- 
nently patrolling each sector, and 
strictly enforcing the ban against au- 
tomatic weapons. Lee also proposed 
disarming guards in a circle of 800 m 
diameter around the delegates’ meeting — 
hall while reducing the number of . 
guards in the Joint Security Area from 
35 armed only with pistolsto 10... 

These proposals amounted tọ a soft- 


ening of Pyongyang's line, after. years 






1e Lee has vehemently ře- - 









lations sweetened. 


$ Disneyland: 


the country, not one of the systems.” 
In a separate meeting with Under- 
Secretary of State for Political Affairs 
"ichael Armacost, China's Vice- 
reign Minister Zhu Qizhen pointed 
vut that soon it would be the third an- 
niversary of the signing of the 17 August 
1982 Sino-US communique — “Shang- 
har II" — and it was time for the US to 
reduce arms sales to Taiwan at a faster 
rate. Generally, the Chinese have been 
low key in mentioning the Taiwan “obs- 
tacle” because they seem t@® have con- 
cluded that no mote concessions can be 
secured from Reagan, who had gone a 
long way in accommodating China. 
“The Chinese just wanted to put 
down their marker," commented an ad- 
ministration official. However, remind- 
ers on Taiwan arms sales are also seen as 
designed to forewarn the administration 
as it gears up for a decision on renewing 
a co-production agreement with Taiwan 
for the manufacture of Northrop F5E 
fighters. Taiwan has been lobbying hard 
to secure agreement for production of 
the more hi-tech version of the aircraft, 
* F20. The administration is certain to 
ect this request but would probably 


renew the current agreement and 
quietly allow sale of technology to up- 
grade the FSE. 


fficials have been unusually tight- 

lipped about the tenor of Li's meet- 
ing with Defence Secretary Caspar 
Weinberger. However, sources said the 
question of arms sales was discussed. 
While China is very keen on obtaining 
Pratt & Whitney or General Electric jet 
engines for its F8 aircraft — its own ver- 
sion of the Soviet MiG21 — the Penta- 
gon has politely declined by saying that 
China should first conclude its purchase 
of items under negotiation such as artil- 
lery manufacture and TOW missile 
technology. The Defence Department 
is also reportedly opposed to giving 
China any more advanced avionics than 
have already been approved. 

The indefinite postponement of a US 
Navy ship visit to China has brought 
some chill in military relations. The trip 
to China by chief of naval operations 
Adm. James Watkins, originally plan- 
ned for later this year, has been post- 
poned as has the US visit by chief of 
the Chinese navy Gen. Yang Dezhi. 





jected similar proposals made by the 
UN Command. Even more surprising 
was his suggestion that mutual reduc- 
tion of armed personnel be verified by 
the Neutral Nations Supervisory Com- 
mission (NNSC), which has seldom 
been used in a dozen years since the ar- 
mistice agreement was signed in 1953. 
While US Rear Admiral Charles F. 
Horne III, speaking for the UN Com- 
mand, said he would "thoroughly" 
study Lee's initiatives, the next day 
North Korea made an even more unex- 
pected gesture when 10 communist of- 
ficers, including a colonel, crossed the 
line and attended an annual reception 
iven on the southern side by the 
Swedish and Swiss NNSC delegations 
for the first time in 32 years. "Imagine 
our surprise," said a Swiss delegate. “It 
was a moving moment." 
South Korean officials are more 
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in these events is Pyongyang's "smile 
diplomacy," now directed at the US as 
well as South Korea. The North's choice 
of Panmunjom as the channel of ten- 
sion-reducing steps was seen as particu- 
larly suggestive — it is where the US, 
and not South Korea, plays the primary 
role. Because Seoul refused to sign the 
EIC ^ e. . 
armistice ending the Korean War, it 
only has an observer status at Panmun- 
jom, eleaving the negotiating table 
mainly to the US and the North. 


f the latest Northern initiatives lead to 

real reduction of military facilities 
and personnel inside the JSA, it could 
foreshadow further discussion of bigger 
and wider subjects involving the whole 
Korean question, and possible formal 
three-way talks with Seoul and Wash- 
ington — so much desired by Pyong- 





o 
alarmed than appeased. What they see | yang but denied by the other side, 





The Chinese also failed to evoke any 
US enthusiasm about the claimed 
Khmer Rouge conversion to liberal 
democracy. During his meeting with 
Secretary of State George Shultz, Li 
noted that in a recent “important state- 
ment," the Khmer Rouge's Democratic 
Kampuchean party i it would accept 
a “liberal capitalist and a parliamentary 
regime” in Cambodia. Li urged the US 
to “pay close attention” to this develop- 
ment. [n an obvious allusion to Hanors 
recent return of the remains of 26 US 
servicemen killed in the Vietnam War 
— a move that has been warmly wel- 
comed by Washington — Li mentioned 
the need for vigilance against the Viet- 
namese, who are “very crafty people” 
and were trying to divide Asean and 
China from the US. 

Sources said that in his response. 
Shultz avoided a position on Cambodia 
discussed during his own visit to the 
Thai-Cambodia border. He noted that 
Thailand was very satisfied with China's 
policy of putting pressure on Vietnam's 
northern border and its support for the 
anti- Vietnamese resistance. 

While Li's visit was largely ceremo- 
nial, the US welcomed the opportunity 
to have China's rising star, Li Peng, in 
the delegation. Protocol did not permit 
any separate meeting of policymakers 
with him other than one hour with Vice- 
President George Bush. This was partly 
made up for by arranging for him a sepa- 
rate swing through the US to witness 
examples of US technological progress. 
As Li Xiannian proceeded to visit Dis- | 
neyland and met Mickey Mouse, Li 
Peng saw a hydro-electric project, nu- | 
clear and space research laboratories 
and a hi-tech firm in silicon valley | 

Washington hoped to impress this | 
Moscow-trained engineer with what the 
| 





US can offer China. In the first four 
months of 1985 US exports to China in- 
creased 32% over the same period last 
year and hopes of further increases are 
still high. 


The question worrying Southern of- 
ficials is where all these moves would 
put the current series of bilateral inter- 
Korean talks, involving economic co- 
operation, the Red Cross family reun- 
ion programme, even a meeting of 
members of parliaments from the two 
sides, As South Korean analysts see it, 
the North is more interested in getting 
the US involved on the more substantial 


| | agenda of reducing military tensions. 


Meanwhile, adding to Seoul's re- 
served reaction, North Korean Deputy 
Prime Minister Chong Jun Gi issued a 
strong statement once again demandin 


that the 1988 Olympic Games be stage 


in both North and South Korea and 
threatening a boycott by socialist and 
non-aligned countries if they are staged 
in Seoul only — a markedly different 


tone from that at Panmunjom. 








THAILAND 


Bangkok’s high risk s 


US is worried by apparent unconcern about defence 


H 

By John McBeth in Bangkok 
W ashington is deeply concerned 

about the possibility of increased 
direct Vietnamese military pressure on 
Thailand — perhaps as early as the com- 
ing dry season. But for reasons the 
Americans find difficult to assess, that 
same level of concern does not appear 
to be shared in Bangkok. As one well- 
placed diplomatic source put it: "We 
seem to be more worried about what 
might happen than they are.” 

US officials are surprised that secu- 
rity matters were given scant attention 
during Secretary of State George 
Shultz’ recent talks in Bangkok. Thai 
Prime Minister Prem Tinsulanond did 
not mention the subject once in his 
meeting with Shultz and during a ses- 
sion with Foreign Ministry officials the 
only security-related issues discussed 
were those pertaining to foreign mili- 
tary sales credits and à memorandum on 
logistics. 

The fact that the situation along the 
Thai-Cambodian border was not 
touched on in official contacts was all 
the more surprising given the signifi- 
cance observers attached to a passage in 
Thai Deputy Foreign Minister Prapass 
Limpabandhu's welcoming speech to 
Shultz: “As the fighting in Cambodia ts 
likely to be protracted, with the increas- 
ing threat of escalation and intensifica- 
tion, an increase in Thai-US security co- 
operation has become more imperative 
than ever in order to enable Thailand to 
continue its role in strengthening the 
fabric of peace and in defending free- 
dom and liberty.” 

One measure of US concern has 
been its willingness to accede to a long- 
standing Thai request to buy 12 sophisti- 
cated F16 fighter-bombers, and also 
give favourable consideration to an 
order for high-technology counter-bat- 
tery radar equipment that can read the 
trajectory of artillery fire and plot it 
back to the source with a high degree of 
accuracy. In both cases, congressional 
approval is required to allow the sale to 
proceed. 

US officials say Shultz came to 
Bangkok to listen, which is why the 
Americans made no effort to raise the 
security issue themselves. It seems ap- 
parent, however, that it was the topic of 
discussion at a private working break- 
fast with Thai Foreign Minister Siddhi 
Savetsila in Kuala Lumpur on 12 July, 
given the minister’s subsequent remark 
that “our American friends are quite 
concerned about our security” (REVIEW, 
25 July). 

It is understood that in the last few 
weeks of his tenure, outgoing US Am- 


12 





bassador John Gunther Dean made 
himself distinctly unpopular with Siddhi 
by continually asking whether Thailand 
realised and was prepared for the possi- 
ble consequences of its hardline policy 
towards Cambodia. Sources said the 
ambassador was not questioning the 
wisdom of the policy as. such. but was 
concerned about an apparent lack of an 
understanding of the implications. 
Despite his annoyance, Siddhi — the 
former chief of the National Security 
Council — has been known in the past 
to have been privately critical of the 
Thai military’s reticence on the border, 
particularly the limited response to an 
incursion by thousands of Vietnamese 
troops during an assault in March on the 
Tatum headquarters of Prince Noro- 
dom Sihanouk's anti-Vietnam resist- 
ance forces. Thai military sources have 
said the army does not want to get in- 


ue - deum 


Shultz; Prem:...didn the mention it? 


volved in direct confrontation unless it 
is forced to, relying on artillery and air 
strikes instead of ground retaliation. 

This may be understandable as far as 
it goes, but it does raise questions about 
whether the Thais are willing to back up 
their tough rhetoric on Cambodia with 
military muscle. Up to now, army com- 
manders have largely been able to turn 
the pther cheek because of the remote- 
ness of the terrain in which most incur- 
sions have occurred. But analysts won- 
der whether this will always be thé case, 
particularly if the Vietnamese decide to 
carry the fight deeper and deeper across 
the border. 


Lino about military tactics 
some months ago, Ist Army Region 
commander Lieut-Gen. Pichit Kul- 
lavanich would only say: "We are fol- 
lowing the government's orders . . . It 
has to be decided at a high level, but we 
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are p prepared We dave "ought s aga ainst 
them [the Visame] i in the oe days 
and in the new days.” 

It is clearly the hope of senior Thai 
Strategists that the resistance, particu- 
larly the communist Khmer Rouge fac- 
tion of the tripartite Democratic Kam- 
puchea coalition government, will be 
able to cause sufficient trouble in the in- 
terior to tie down Vietnamese forces 
and draw them away from the border. 
The same strategists, however, once be- 
lieved the resistance would be capable 
of gaining control of a wide swathe of 
Cambodia’s western frontier land to act 
as a buffer against direct pressure on 
Thailand — a scenario that disappeared 
in the last Vietnamese dry-season offen- 
sive. . 

The Vietnamese have in fact with- 
drawn some of their combat units from 
the border already, but this is in accord- 
ance with a plan, known to intelligence 
specialists as K5, under which Hanoi 
aims to wipe out guerillas operatii 
deeper inland while maintaining oth: 
forces as a security cordon against infilt- 
ration and resupply. If this strategy fails 
to work — and sealing 500 miles of bor- 
der is a daunting and perhaps impossi- 
ble task — there is reason to believe the 
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Vietnamese will turn their attention 
back to the source of the irritation. 
Under these circumstances, some 
Thai intelligence assessments predict 
larger and more frequent Vietnamese 
incursions, both to cut off supply lines to 
the resistance and also to provoke direct 
confrontations with Thai troops to 
cause heavy and perhaps unacceptable 
losses in lives and equipment. The 
Tatum operation, it is felt, could pre- 
face a division-sized, cross-border strike 
in which Vietnamese forces would seize 
and occupy hills or other strategic terri- 
tory to use as negotiating counters. 
Looking at Hanoi's other worst-case 
options, the assessments go so far as toži 
warn of a Vietnamese-inspired cam- 
paign of sabotage and subversion inside" 
Thailand, the introduction of air and 
naval power along the border, the 
harassment of Thai sealanes and the 
possible deployment of Vietnamese 
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. marines to put the vulnerable Trat 
salient on the far southern coast in 
jeopardy. 

Hanoi's goal, according to this line of 
thinking, would be to create a divisive 
domestic controversy in Thailand where 

. security and foreign policy-related mat- 

. ters are rarely the subject of discussion 
among the populace at large. There are 
already signs of unease. Thai academics 
hate been asking more penetrating 
questions than usual about the inherent 
dangers along the border (REVIEW, THE 
STH COLUMN, 18 July). And in the 
House of Representatives on 18 July, 
Siddhi found himself locked in a heated 
and almost unprecedented debate with 
a single opposition Chart Thai MP on 
whether Thailénd’s active support for 
the Cambodian resistance was leading it 
into a full-scale armed confrontation. 


W hat worries many analysts is not so 
much the misery light defences on 
~“ e border, built to a large extent around 
'O army divisions and elements of a 
marine brigade, but whether sufficient 
attention has been paid to contingency 
plans for reinforcements and logistics if 
the situation deteriorates. There is also 
concern among Western military obser- 
vers about the compartmentalised na- 
ture of the Thai armed forces’ command 
and control structure, and in particular 
the way the Ist Mis 2nd regional armies 
appear to act entirely separately. 
Compounding this is the fact there 
has been no noticeable change in the 
rules of engagement for local command- 
ers from previous years. It is generally 
felt that the size of the last dry-season 
offensive and a related increase in direct 
clashes between Thai and Vietnamese 
troops would have justified an updating 
of the rules to suit the changed tactical 
conditions on the ground. 
The strongest Thai reaction to any 
deep incursion would obviously be ex- 
sted on the broad 125-mile-long plain 
the north and south of the district 
town of Aranyaprathet where irrigation 
canals form the only real obstacle to ar- 
mour. The Dongrek range to the north 
offers the Thais the advantage of hold- 
ing the high ground, but the difficult 
jungled terrain and the paucity of 
adequate roads makes the cost of for- 
ward deployment prohibitive. 
Consequently, only a thin line of 
mainly paramilitary rangers and Border 
Patrol policemen keep a lonely vigil 
over the 125 passes that cut through the 
rugged: escarpment. Three of the pass- 
es, in Sisaket, Surin and Buriram, are 
considered all-weather roads for tanks 
and other motorised vehicles, but 
others-could be if they were upgraded. 
In the far south, one of the five access 
routes into Chanthaburi and Trat pro- 
vinces is all-weather — the road that 
once served as the war-time economic 
lifeline between the former Cambodian 
tourist spa of Pailin and the Thai bor- 
der. o 
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Fewer strings attached 


Marcos thwarts a US Congress attempt to tie aid to reform 


By Guy Sacerdoti in Manila 


parce Ferdinand Marcos appears 
to have won a major battle against 
attempts in the US Congress to tie mili- 
tary and economic aid to domestic poli- 
tical reform. 

On 26 July Philippine Ambassador 
to the US Benjamin Romualdez, Mar- 
cos’ brother-in-law, announced that a 
conference committee of members from 
both houses of the congress agreed on a 
compromise aid package for the 1986 
fiscal-year portion of the five-year US- 
Philippines military-bases agreement. 
The US$180 million package is part of 
US$900 million committed to Manila by 
the US for the years 1985-90. 

Although the amount agreed upon 
remains US$15 million short of what 
President Ronald Reagan had re- 
quested, the mix of military and econo- 
mic aid more closely resembles the pre- 
sident’s proposal than that originally ap- 
proved by the House. 

Also, proposals approved in the 
original House resolution which would 
have required periodic reports on 
Philippine political reforms and the dis- 
persement of a fourth of food assistance 
through non-government organisations 
such as the Roman Catholic Church 
were dropped from the compromise 
agreement. 

The Philippine Government's reac- 
tion to the initial House proposals in 
mid-July was uncharacteristically sharp. 
Minister of Defence Juan Ponce Enrile 
filed a resolution in the Philippine Na- 
tional Assembly to study the possible 
“abrogation” of the US bases agree- 
ment. The resolution was signed by a bi- 
partisan group of 83, or about 40%, of 
the assembly. 

The Reagan administration wanted 
to boost military assistance for 1986 be- 
cause of growing concern in Washing- 
ton and Manila over increased activity 
of the Communist Party of the Philip- 
pines tn the country’s rural insurgency 
and in urban labour disputes. Most of 
the military assistance will be in “non- 
lethal” maintenance and communica- 
tions equipment, while the majority of 
economic aid will be in the form of food 
and infrastructure development. 

US*Government sources in Wash- 
ington and Manila played down the ini- 
tial reaction in Manila to the original 
House proposals and the subsequent 
House-senate compromise, saying that 
the compromise agreement — partly a 
result of hard administration lobbying 
— had been expected. They added that 
Washington would continue to closely 
monitor domestic political reforms. 

The sources said the three basic pil- 


lars of current US policy towards the 
Philippines — stabilisation and reform 
of the economy based on an Interna- 
tional Monetary Fund standby-credit 
programme, reform within the military 
and the development of an electoral 
code to ensure free and honest elections 
— will not be affected by the com- 
promise. They insist that the increased 
military assistance does not reduce the 
“leverage” that the US feels it needs to 
force Marcos into making the re- 
forms. 

The US sources, along with several 
Philippine Government and opposition 
leaders, viewed the sharp reaction in 
Manila to the original House proposals 
as a "smoke screen" to shift current 
domestic attention away from poten- 
tially damaging investigations into the 
alleged overseas investments — parti- 
cularly in the US — of senior govern- 











ment officials (REVIEW, 18 July). 

The US sources point to several fac- 
tors. First, the Philippines traditionally 
has been unable to spend all the funds 
made available through the military- 
bases agreement — a government re- 
port concedes US$82 million of the 
US$200 million allocated during the 
1980-84 assistance programme has yet 
to be used — and secondly, the Marcos 
administration would naturally em- 

hasise the “worst-case scenario" of the 
House reductions to make any com- 
promise package sound like a govern- 
ment victory. 

In fact the total compromise package 
remains 8% lower than Reagan had re- 
quested, with the milttary-assistance 
portion of the package falling 30% short 
of what the White House sought. 

However, the Philippine view is not 
as simplistic. Increased US psessure for 
economic, political and military reforms 
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ment here and the moderate opposi- 
tion, while standing as “proof of inter- 
ventionist tactics” according to the radi- 
cal Left. Enrile said he will continue to 
press for a full study of the bases agree- 
ment and the entire gamut of US-Philip- 
pine relations èn the assembly. Other 
overnment officials and opposition 
eaders have said the congress gave 
in to the fanfare generated by Manila’s 
“posturing.” 

Still, how the current US assistance 
package maintains or reduces leverage 
on reforms could have far more im- 
mediate impact on domestic politics 
than the bases accord. Specifically, the 
US has made it clear that as a symbol of 
Manila’s commitment to military re- 
form, armed forces chief of staff (on 
leave) Gen. Fabian Ver — one of Mar- 
cos’ closest confidants and currently on 
trial as an accessory in the 21 August 
1983 assassination of opposition leader 
Benigno Aquino — should be retired 
regardless of the trial's outcome. 

US senators and congressmen have 
said publicly they would vote against the 
assistance package if Ver was reinstated, 
except for a brief face-saving period. 


E ually important for the US is 
the guarantee of free and honest 
elections. Local elections for gover- 
nors and mayors are scheduled for 
May 1986, with presidential and 
vice-presidential elections slated for 
the following year. An election code 
with voters' safeguards, a revamped 
Commission on Elections (Come- 
lec) to run the polls fairly and 
a vibrant citizens committee to act 
as independent observers are cen- 
tral to the US vision of political re- 
form. 

However, less than two days 
after Marcos was informed of the 
bases compromise, he appointed 
three new members to Comelec. 
Opposition MPs issued a joint state- 
ment on 29 July saying the three 
are "rabid Kilusang Bagong Lipunan 
[KBL] partisans.” The KBL is Marcos’ 
party. With the new members, the state- 
ment said, the “opposition cannot ex- 
pect fairness and justice from a commis- 
sion on elections.” Marcos, meeting the 
same day with the new appointees and 
three current members of the commis- 
sion made a formal guarantee that elec- 
tions would be fair. 

Simultaneously, the National Citi- 
zens Committee for Free Elections 
(Namfrel), which had a major impact on 
assembly elections in May 1984, called 
on Marcos to fill the two remaining posi- 
tions on Comelec from among those 
listed on a non-partisan role previously 
submitted to the government by Nam- 
frel. But Namfrel sources and US Gov- 
ernment officials admit that Namfrel it- 
self may not be appointed as the official 
citizens ąm for the coming elections 
(THE 5TH COLUMN, Page 28). oO 
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Reagan: non-lethal aid. 
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Foreign aid compromise ~ 
The US Congress hammers out a bill easing Asian fears 


By Robert Manning in Washington 


n a move likely to defuse Manila’s recent threat to renegotiate agreements 
on US use of the Clark and Subic military bases, both houses of the US Con- 
gress have resolved their differences on the 1986 fiscal year Foreign Aid Au- 
thorisation Bill, agreeing to give the Philippines US$70 million in military aid 
and US$110 million in economic support funds (ESF). The bill also authorises 
US$5 million in aid to Cambodia and appears without two earlier proposed 
amendments viewed as potentially h ul to Sino-American relations. 
Along with aid to the Contra rebels fighting the Sandinista government in 
Nicaragua, differences between the House and senate over how much 
aid to give Manila was one of the key obstacles in ares DA foreign-aid 
for the year beginning 1 October which President Ronald Reagan would not 
veto. 
The original House version of the bill would have reduced the Reagan ad- 
ministration's request for US$100 million in military aid to US$25 million, 


while the senate had approved the full administration request. The US$70 mil ° 


lion agreed to by the congress in military aid is a defeat for House Asia-Pacifi: 
Subcommittee chairman Ste Solarz. Solarz had sought to alter the aid pack- 


was violating a pledge that R would make 
"his best effort" tq obtain US$425 million in 
military aid and US$475 milliop in economic aid 
over a five-year period in exchange for American 
use of the air and naval bases, the actual mix of 
military and economic aid in any given year is the 
perogative of the US. 

Of the US$70 million in military aid, US$50 
million is in Military Assistance Pr 
(MAP) grant aid and US$20 million is in 
military sales credits, which must be re 
addition to the US$180 million in the Foreign 
Aid Bill, Manila will also receive some US$45 


US$35 million in development aid, but this 
comes from another part of the US budget. 
While the aid to Manila, except for the Public 


reforms, the final language soon to land o 


Reagan’s desk incorporates “sense of the con " resolutions that aid to the 


equ amet is given with the expectation of political and military reforms. The 
bill also limits military aid to “non-lethal” equipment, but the list of military 
goods submitted to congress by the Pentagon consists entirely of such equip- 
ment. 

Less controversial was US$5 million in aid to the non-communist resistance 
in Cambodia — another Solarz initiative. But the final version leaves it up to 
the president to use either ESF or MAP funds and has no mention of how the 
money should be distributed. A well-placed senate source told the REVIEW: 


“The administration has no plans to supply weapons," though that was the - 
eoriginal intention of Solarz’ initiative. | 


The administration was also relieved that two amendments regarding 
China were quietly dropped in the final version of the Foreign Aid Bill. One 
sought to 


- amendment, actively lobbie& for by the anti-abortion movement, 


cut off some US$10 million in US funds to the UN Fund for Population Ac- 
tivities because of alleged forced abortion in China. 

The second measure would have prohibited any mechanism — for exam- 
ple, a name change from Republic of China to Taiwan, China — which would 
allow China to be admitted to the Asian Development Bank at the of 


Taiwan. Technically, the bill approves a total of US$12.7 million for fiscal - 
years 1986 and 1987, but congress must respond to administration requests for - 


"ye inier n funding and/or a different amount and distribution of aid for 
fiscal year 1987, the budget for which will be sent to congress early next year. 
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million in food aid (under Public Law 480) and | 


Law 480 programme, is not explicitly tied toan ` 
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THE AIRLINE 
THAT STARTED FLYING IN 1947 
IS NOW TWO YEARS OLD. 


With the average age of our aircraft a mere two years, we have the most modern fle 
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i the world. Now it is not only our inflight service that even other airlines talk abou 
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If you buy, lease or finance heavy 
equipment, this message could 
mean extra revenue and extra 
profit. 

Equipment investment 
is a significant capital 
expenditure expected to a 
produce maximum return. # 
Unfortunately, equipment ~~ 
which costs thousands of dollars 
less to buy often ends up costing 
thousands of dollars more to own and 
operate, taking revenue and profit straight 
from your bottom line. 

Now, Caterpillar and your Caterpillar 
Dealer can help you make objective, 
definitive comparisons before you buy. 

Equipment Investment Analysis 
provides a free, no-obligation tool 
comparing any two machines head on. 
And, it is tailored to your specific’ 
opgration. 


Caterpillar, Cat and IB are Trademarks of Caterpillar Tractor Co. 
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Using your own information, 
the analysis looks at machine 
ownership costs (initial price, 
interest payments, trade-in value, 

etc). Then operating 
expenses, revenues and 
X. profits are projected. 
AIR. The result is a clear, 
"* objective picture of the 
value gained by investing in one machine 
versus another. 

Want to know more! Talk to your 
Caterpillar Dealer today. Ask him for the 
whole story on Equipment Investment 
Analysis and what it can mean to you. 
It's quick, it's free and it's another 
customer benefit from the industry leader 
— against whom all others are measured... 


The Standard of Value 























4 j! E | REVIEW readers may recall 
an article entitled CIA no, US aid yes 
from Nayan Chanda in Washington 
"published in the issue dated 16 August 
1984. It reported that Washington had 
decided, as a result of a long policy de- 
batg in the summer of last vear, that the 
CIA would not be permitted to play an 
active role in its old stomping ground of 
Indochina in support of the resistance 
coalition opposing Cambodia's Hanoi- 
backed Heng Samrin regime. 

- As a result, the story reported, the 
Reagan administration had rejected the 
idea of direct US military support, but in 
response to Asehn pressure had decided 
instead to more than double its non-let- 
hal financial assistance. This would, one 
of Chanda's sources estimated, total 
around US$15 million and would be 
"fungible" aid, meaning funds which 

auld be used to repay other debts, thus 
-leasing Asean money for arms pur- 
chases. The decision reflected Washing- 
ton fears that arms aid could lead the US 
down the road to direct military involve- 
ment — the “Vietnam syndrome.” 
€ WE were somewhat surprised, the re- 
fore, when on 8 July — nearly a year 
after the REVIEW exclusive ~ tHe pre- 
stigious Washingtog Post carried a front- 
page lead story jointly bylined by no less 
than Bob Woodward (he of Watergate 
-and All the President's Men fame) and by 
Charles Babcock, the Post's leading 
security-related investigative reporter. 
The story headline read “CIA Covertly 
Aiding Pro-West Cambodians” and pur- 
_portedly "revealed" that the “CIA has 
“been covertly providing millions of dollars 

i year since 1982 for non-military pur- 
E: to two non-communist Cambodian 

esistance groups, including more than 
/$5 million this year." It added: "US 
funds go only for ‘non-lethal’ aid. 
 . arces said. Some sources say this claim 















uw leading because the US àid frees up 
other money that can beused to buy mili- 
taryequipment." 

@ WITH the exception of the detail 
-about the US$5 million given this year 
-by the CIA, the core of the Woodward/ 
Babcock story was the same as. the 
Chanda REVIEW article. 

“Well, OK. Afterall, the Washington 
Post reporters could have been simply 
unaware that the REVIEW dt published 
their "exclusive" almost a year ago. But, 
| as it happens, they were not unaware. 
They deliberately chose to run their sen- 
-sational “scoop” in full knowledge of the 
REVIEW story. Several weeks ago, Bab- 
“cock. telephoned Chanda to ask him 
'about a piece he'd written on CIA aid to 
:the Cambodian resistance, saying he'd 
heard about the article as being an accu- 
fate summary of the situation from an 
Asean source he'd been interviewing. 
‘hat evening Babcock sent a Post mes- 
nger to pick up a copy of the relevant 


‘closer to home. 


9 SHOULD we be surprised that the 
Post story made no acknowledgment of 
the REVIEW's prior piece? Hardly. 
They've done it to us before. So has the 
New York Times. Another Chanda story, 
about China selling MiG21s to the US 
(TOWing the Peking line, 28 June 84), 
was picked up by AP with due credit and 
run on the front page of the International 
Herald Tribune. Several days later, the 
NYT ran its own "scoop" about a deal 
for the purchase of Chinese MiG21s. 
We'd shrug this sort of behaviour off, 
if it were not for the sort of sanctimoni- 
ous preaching by both these newspapers 
about media ethics and the need to ac- 
knowledge exclusive stories and give 
credits, Obviously, exclusives in non- 
US publications are a different matter. 
è EVIDENTLY the Post and the NYT 
adopt the philosophy that a story is only 
a story after it has appeared in their col- 
umns, Not like the editor of the Jakarta 
Post who is very ready to admit some er- 
[uM which creep into his organ, as on 6 
une: 


Bandit 
Correction: The picture in 
What's inside in Wednes- . 
day's issue was inadver- 
tently identified as a taxi 


bandit. The gentlemen is 
actually Andreas Papan- 
dreou, the prime minister 


of Greece. 
— Editor 





e WE do not yet suffer censorship in 
the US, however, as we do in markets 
In this column on 30 
May, I poked fun at the Indonesian 
black-ink .wielders for their ludicrous 
implementation of the ban on the im- 
portation of Chinese literature, solemly 
blacking out all Chinese characters. But 
they occasionally slip up, as I illustrated 
with a clipping from Singapore's Straits 
Times which only got into Indonesia 
after the censors had blacked out anad- 
vert for the food at the Huang Palace, 
while missing the characters for another 
Chinese establishment, the Red House, 


in the next column. The last laugh was, | 


as always, on the censors: they blacked 
out both in the Travellers Tale: 





l'joining advertisement for n 
offered by the Red House: 
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columis, ‘wher feature i 
amusement notices from on | 
blacked those ne TOU. aru 
Chinese . 


€ RATHER - than hen ing 
Chinese characters, the ce 
be better employed in. Bal whe 
Stephen Fox photographec a sig i 
temple wall: E l | 
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string of bars pe Kuta Be 
largely to the Australian trac 
placards announce “Fosters Chu 
Contests" and other technicolour- 
lights, the evenings are made raw 
laughter and sin ing and the 
littered with  passed-out 7 
Which leaves unsolved the ide: 
"holly" and why she has a tenir 
Bali. 

è THE same basic, four-letter v 
makes up the name of a firm of edi 
tional consultants in Jakarta which ad- 
vertises its services to prospective stu 
dents of. US colleges and universities. 
Spotted by P. Tjhai in the Indonesi 
daily Kompas, and in view of my open- 
ing paragraphs, it seems an aj propriate 
way of signing, off this column: 


sekolah 








Dgn. Stat Akhi kukaa Universite eeke 
di sa eenei dan Eropa yg, bergengaiaman dalani 
konsultasi dan penempatan mahativwa di sekolah 
bermutu untuk segale jarusan, perypuridan kami 
menyeluruh, cepat dan rerjamin dan. biaya 
ringan. 








































By Lincoln Kaye in Dili 
the governor 


M ario Carrascalao, 
j of East Timor —- Indonesia's 27th 


© province =- began his political career as 
an anti-Indonesian activist in the mid- 
< 970s when Portugal abruptly decided 
to jettison this neglected backwater of 
= its colonial empire. 
Back then, Carrascalao relates, he 
: and other Portuguese-schooled moder- 
ates founded the Union for a Democra- 
‘te Timor (UDT) with the idea of pro- 
“moting a final burst of economic deve- 
lopment — under Lisbon's tutelage — 
as an indispensable precondition to 
political self-determination. 
|^ The other factors in East Timor's po- 
 litical equation in the mid-1970s were 
the frankly pro-Indonesian Apodeti 
arty and i pro-communist Revolu- 
onary Front for East Timorese Inde- 
endence (Fretilin). A UDT coup in 
ptember 1975 prompted a Fretilin 
icklash which swept the leftists into 
ntrol of virtually all of East Timor. 
tin December of the same year, a 
junter-attack by the two rightist 
Timorese parties, with very strong In- 
donesian backing, brought the major 
towns back under Jakarta's wing at the 
ast of much blood. 
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Four journalists representing the 
REvicew, The New York Times, 
Agence France Press and Asiaweek 
magazine spent 1-5 July in East Timor 
on a trip arranged by the Centre for 
| Strategic and International Studies 
(CSIS), a Jakarta think tank with close 


ties to the Indonesian Government. The 
journalists were accompanied by repre- 
sentatives of the CSIS, the provincial 
branch of the Department of Informa- 
tion and the ruling party-affiliated 
Suara Karya daily newspaper. 

In addition to officially arranged dis- 
cussions with East Timor Governor 
Mario Carrascalao and other govern- 
ment officials, the journalists had sev- 
eral unsupervised interviews with gov- 
ernment critics. 
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hinterland ever since, posing a continu- 
ing. if low-level, security threat. And 
Fretilin's overseas supporters continue 
to lobby for East Timorese "liberation" 
— i an idea that is even less viable today 
than a decade ago, observers here say. 


| Fretilin has been active in the rugged 
"Call this place a province, an over- 











rder to break this cycle, tradition 
must go by the boards, few in 

n likely to mourn. ** 
sy have to be taught even the m 
ministration,” said a 
Chinese shopkeeper who emplo 
*You hav e to overcome their 
"d use out of thei 


that time [1975]? ' the governor asked. 
| Kept in ignorance and surviving on the 





nass of more, at ` 


knife- -edge of subsistence, few in Por- 
tuguese Timor could have had the lux- 
ury to ponder their national identity or 
their place in the world. Without some 
measure of material security, UDT ielt, 
the people would never be free. 

Today, Carrascalao remains as con- 
vinced as ever of the need to raise living 


standards — but under Jakarta's au- 
spices, not Lisbon’s. Since his installa- 


tion as governor in 1983 — replacing an 
Apodeti-affiliated. administration 
Carrascalao has had 4 free hand and 
ample resources to pursue development 
goals. His budget, almost all of it pro- 
vided from central government coffers 
since the province generates scant re- 
venue on its own, comes out to about 
Rps 100,000 (US$89.50) for cach of the. 
province's nearly 600,000 citizens, tl 
highest per capita of any place in In- 
donesia except metropolitan Jakarta. 

To help him spend it, he has hand- 
picked a cadre of top-notch adminis- 
trators from throughout. Indonesia. 
Perhaps in deference to local sen- 
sibilities in overwhelmingly Roman 
Catholic bast Timor, an unusually high 
proportion of provincial officials seem 
to be Bataks, Minahasa, or members of 
other Christian minority groups, rather 
than Muslim Javanese. 

Posting to the province is said to be 
coveted by ambitious officials — civilian 
and military — not only for the pre- 
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mium salaries and benefits but also for 
the chance to log in experience in what 
is regarded as one of Indonesia's few 
still-hot trouble zones. Such incentives 
help Carrascalao’s talent search. 

Nor did the new governor lose any 
time in striking at corruption in the pro- 
vincial government. Several bureau- 
crats told reporters, wonderingly, about 
a Very senior administrator in the previ- 
ous administration who was flown out of 
Dili in handcuffs amid allegations of 
profiteering. Inquiries in Jakarta failed 
to shed light on the official's fate. 

In a long day of briefings at the de- 
partments of health, education, civil 
works and agriculture foreign jour- 
nalists were impressed with the profes- 
sionalism of the well-spoken and well- 
informed civil servants. Carrascalao’s 
next priority is to boost the number of 
East Timorese in the provincial admin- 
istration, now that young graduates are 
itarting to return from their govern- 
nent-sponsored post-secondary studies 
elsewhere in Indonesia. 


go elements native to the province, 
though, seem to be assigned a less 
lustrous role in the official vision of East 
Timor's future. The once economically 
dominant Hakka Chinese have been re- 
duced from about 20,000 irfPortuguese 


times to a few thousand. Those left im 


Dili still school their children quietly in 
Chinese at home, but display little sense 
of community any more. 

During East Timor's civil war, some 
Chinese claim, they were singled out for 
depredations by the advancing pro-inte- 


gration forces. As many of the Chinese 
survivors who could afford it each paid 
the US$1,000 worth of bribes required 
to emigrate to Australia, Macau, Por- 
tugal or Taiwan, some poorer Chinese 
who were left behind said. Property in 
East Timor had to be sold at give-away 
prices by the Chinese refugees. The 
most lucrative concessions passed into 
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the hands of what one embittered 
Chinese described as “the army's 
Chinese,” a group of low-profile entre- 
preneurs from Java. 

Portuguese and Eurasians, too, com- 
plain about emigration hassles, prop- 
erty compensation and lost influence. 
here is still a Portuguese-language sec- 













— when he talks of the 713 East Timor- 


The icy of this need for 
highly titled local personnel 


and middle school graduates. The bulk of this expa 
government schools that dot the 
oman Catholic church schools have 
: pansion. Literacy has jumped 
8% of the population, under the Portuguese, to nearly 


been through the shiny new 
countryside, | 

also seen significant ex 
7o today, the governor estimates. 


he pay-ofT of this outreach 


ese students now pursuing higher 
courses outside the province. 
So lively is Carrascalao's per- 
sonal interest in their ess that 
the dean of a professional faculty in 
M was surprised to find him- 
in continuing correspondence 
with the governor about a particu- 
ar i East Timorese stu- 
dent. Next year, this investment 
should start to pay off as the first 
crop of graduates, numbering about 
150, returns to East Timor as the 
vanguard of the provincial admini- 
stration’s indigenisation drive. 


"m 


-— — FAR FASTFRN ECONOMIC REVIEW e A ALIGIIST 1865 


me, in the governor's 


view, is re op of East Timorese matriculants 
at post-secondary sch is throughout Indonesia. The pro- 


nsion has 


from | 


ondary school in Dili, but it is due to 
shut down after graduating its last few 
classes. Perhaps the most disgruntled 
among the handful of remaining Euro- 
peans are the Roman Catholic priests, 
Long accustomed to unchallenged re- 
ligious sway in East bimor, the Roman 
Catholic clergy now chafes under the 


| implicit ecumenism of Pancasila, the In- 











means that — even after several years’ tan 

ence beyond their native island in the greater 
world — bright young East Timorese cannot, like their 
classmates from other 
spanning the entire archipelago. 


| marriage. A 


donesian state ideology 

Mosques are Starting to crop up in 
the countryside, mostly for out-island 
soldiers and administrators, though a 
few locals have been converted through 
couple of Muslim 
preachers, well financed and with fancy 
multi-media presentations, have been 
reported in outlying districts. 

Still, in sheer numbers of conver- 


| sions, it is the church which has received 
_ the biggest boost from the Indonesiani- 


sation of East Timor. The proportion of 
professed Roman Catholics jumped 
from 30% to 80% of the population in 
the past decade. Priests credit this rise 
to the bureaucratic need to declare a re- 
ligion under new government rules, the 
stress of continuing social upheaval and 
an assertion of Timorese identity apart 
from Muslim Indonesia 

The upsurge in parishoners makes it 
all the more critical to supplement the 
local church's compliment of just 30- 
odd priests. The Dili diocese, its mother 
church in Lisbon and the Vatican have 
yet to officially concede Jakarta's incor- 
poration of the province 

But the attrition of East Timor's Por- 


tuguese-trained clergy and official re- 


sistance to admitting too many more 


experi- - 


vinces, look forward to a career 


And, just as Timorese participation on the national stage 
will be limited for the near future, so, too, will be the inflow 


SCHOOL ENROLMENTS 


BB Elementary fa Junior middle [F] Senior middle 
Source: Provincial Department of Education. 





of out-island Indonesians into the 
immigration and even tourism to the province are tightly 
controlled — not out of security concerns, Carrascalao in- 
sists, but rather in order to give — 


the East Timorese a chance to 
elevate themselves 
to a level where they 
own. 


evolution of a con- 
sumerist economy in the towns to — 
propel the mass of people out of 
subsistence farming and barter. 
He told the REviEw: “We must 
create a new set of needs for the 
ple." The net result could be a 
rootless generation. While East 
Timorese traditions are giving pe^ 
to economic development, the 
cultural integration of the | 
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pide cer spe us m 
a while in coming, 
— Lincoln Kaye 
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province. So far, private — 


can bold (bel 


Towards this end, Carrascalao — — 
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foreign clerics has made for “creeping 
Indonesianisation" of the priesthood, as 
the local church has had to turn increas- 
ingly to the rest of the archipelago to re- 
cruit priests and train its own novices. 
One Timorese priest related how he ac- 
cepted a government junket to Jakarta 
to train as a Pancasila teacher. 

Still, the church remains distinct 
enough from the political leadership to 
serve as a conduit for the grievances of 
the war-weary population. “We get 
word from every village in East Timor," 
explained a priest. "We hear from our 
catechists and parishoners.” 

The picture they draw is of battles far 
more numerous, geographically wide- 
spread and bloodier than the govern- 
ment admits. They tell of Fretilin de- 
tachments, 30-strong or more, roaming 
the countryside at will in the night. In 
some places, they report fighting taking 
place as close as 45 km from Dili. 

These stories are a far cry from the 
briefings given foreign reporters by the 
governor and military and civil officials 
in the province, or by government- 
affiliated East Timor specialists in 
Jakarta. In those accounts, Fretilin 
comprised just 500-1,000 armed men, 
with another couple of thousand 
family supporters, holed up in the 
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mountains of the ince's eastern end. 

Their nationalism, the official line 
goes, and even their Marxist ideology 
has by now degenerated to mere ban- 
ditry, sometimes with tribal overtones. 
They moved in groups of 10 or less 
swooping down from time to time to 
plunder food from isolated villages. On 
these raids they would fight with villa- 
gers and the locally recruited Civil 
Guard, but never with Indonesian army 
regulars. 

“If that is so," counters a priest, 
"how do they account for all the new 
graves in the military cemetery?" Two 
foreign journalists on the state-spon- 
sored tour to East Timor visited the 
Field of Fallen Heroes in Dili. They re- 
ported counting 84 graves dated 1985. 
Of these, all but 10 bore the star that 
identified them as Muslim graves. The 
monthly distribution of burials seemed 
fairly even, except for a slight lull in 
April. 


Ait about these graves, Carras- 
calao deplored the journalists’ un- 
invited intrusion into the cemetery and 
explained that it was not only regular 
army soldiers who were buried there. 
The tombs could also be those of Civil 
Guard soldiers or civil servants who had 


Government maps out 
agricultural future 


f hunger has beset East Timor in the 

past, said a bright young agronomist 
from Jakarta, it is not because there is 
anything inherently wrong with the 
land. 

The Agricultural X Department's 
planners have it all worked out. They 
say that one day the province's 14,600 
km? will be as neatly and as densely 
planted as a cottage garden: 15% veget- 
ables, 9% pasturage, 10% tree-crop 
plantations, 24% commercial forest, 
10% padi and the rest, non-agricultural 
uses. 

Soil and climate favour East Timor 
far more than the island’s western half. 
It is just a matter of shifting the people 
to the localities where they are most 
needed and acquainting them with new 
crops and modern methods, the govern- 
ment’s experts maintain. 

The task will not be easy, though, 
despite the inroads already made. Pro- 
duction figures steadily rise and visiting 
journalists are impressed by the glim- 
mering padi, orderly plantations and 
trim vegetable plots that fringe the 
rivercourses and the approaches to the 
district's major towns. 

But flying by helicopter between 
these enclaves, the journalists cross vast 
tracts of brown furze, scored with deep 
dry gullies.eHere and there a sheet of 
smoke or a blackened hillside attest to 


Ae 


the persistence of the soil-depleting 
traditional system of slash-and-burn 
nomadic farming that the agronomists 
hope to supplant with irrigated cultiva- 
tion. | 

Some of Indonesia's most adroit ir- 
rigators, the Balinese, are coming to 
East Timor in job lots to “model” the of- 
ficially promoted farming methods for 
locals. So intense a tutelage is required, 
the government's agricultural planners 
believe, that one model farming ym 
is to be installed alongside eac 
Timorese household in the newly set- 
tled southwestern lowlands, the pro- 
vince's intended rice basket. 

"[nternal transmigrants" from other 
parts of the province — including the 
still-troubled eastern tip — will even- 
tually provide most of the manpower in 
the* southwest, predicts Governor 
Mario Carrascalao, though the large- 
scale settlement will have to await gradi- 
cation of malaria in the lowlands. 

Population shifts provide the key, 
not only to increased production, but 
also to adequate distribution of food 
and services. To head off a recurrence 
of the famine that decimated the is- 
land's population in the late 1970s, 
granaries are being established in the 
more isolated pockets, and people are 
encouragoe to move closer to the main 
towns. The ultimate object, explains 


hu dide o 
died in the line of duty. Even so, the 
casualties seem high for a conflict as 
dormant as the East Timorese civil war 
is said to be, particularly considering 
that there is another, reportedly busier, 
Field of Fallen Heroes down-island in 
Baucau, while other war-dead might be 
shipped back to their families outside 
the provine: 

ther indications, as well, suggest 
security remains a problem, though jit- 
ney buses ply the newly refurbished 
road linking the province to neighbour- 
ing Nusa Tengara Timur province, 
police permits are still required to 
travel to or from East Timor and ap- 
plicants are closely screened. Even to 
telephone Dili from the, outside, West 
Timor residents say, callers must regis- 
ter with the operator who they want to 
talk to and what about. As for travel 
within the province itself, a recent 
driver along the north coast road from 
Los Palos to Dili reported having beer 
stopped at 13 police roadblocks in les 
than 200 km. 

But such minor inconveniences pale 
in comparison with the human-rights 
abuses alleged in an 87-page report by 
Amnesty International, the London- 
based human-rights group. The report, 
entitled Repression in East Timor 

e 





Carrascalao, is to transform East Timor 
from a subsistence-level barter econ- 
omy to a cash-crop-based market 
economy. 

If the province can be made to pro- 
duce such crops as copra, cassia, cloves, 
sugar, cocoa, betelnut and pepper in ex- 
portable quantities, not only would cash 
incomes rise but prices of consumer 
goods would fall since the ships bringing 
in durables would no longer have to sail 
home empty. 


Sor puzzlement remains, though, 
about the one cash crop that has 
been the traditional staple of East 
Timor's trade: the much-prized arabica 
coffee grown in the cool uplands behind 
Dili. Under the Portuguese, arabica 
commanded premium prices. But the 
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summary “execution, ‘torture, imprison- 
ment without trial and victimisation of 
civilians in battle. 

Government-linked sources and 
foreign diplomats in Jakarta suggest 
that the Amnesty report is largely based 
on unverifiable hearsay from sources 
outsede the. province. The bulk of the 
cases cited also date back to the earlier 
years of Indonesian rule, though one 
appendix to the report lists 71 alleged 
“disappearances” and executions after 
the August 1983 breakdown of a short- 
lived ceasefire negotiated by Carras- 
calao with Fretilin. 
|. Several people within the province 
approached. foreign | journalists with 
more recent accounts of alleged sudden 
arrests, beatings by police and "disap- 
pearances" ' but these have proved as un- 
| jle as the Amnesty allegations. 
from groups such as Am- 
he European Parliament, 
| eftist members recently intro- 
duced a motion denouncing Indonesia's 
role in East Timor, frustrate Jakarta’s 
efforts to establish itself as a moderate, 
statesmanly power in the non-aligned 
movement and a progressive partner of 


its Western aid donors. Indonesian dip- 
bts e 
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International Coffee Organisation 
(ICO), a producers’ cartel, refused to 
re-allocate East Timor's colonial-era 
quota to Indonesia after 1976. That left 
Dili's coffee traders with two alterna- 
tives: either market the province's out- 
put internally in Indonesia, thereby for- 
going the arabica premium and further 
straining the already tight quota, or sell 
the coffee sub rosa to non-cartel coun- 
tries.. 

—.. Persistent — and persistently denied 
- rumours had it that for the first seven 
ars of Indonesian rule PT Denok, a | 
private trading firm said to have | 
shadowy links to the army, pursued the 
-latter course. At its just concluded an- 
: ual meeting in. London, the ICO ac- 
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LIVESTOCK CENSUS 
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of shipping 87,000 ton- | 





dies. 


byc 


stance, Aust aliar officials rece cently de- 


nied a broadcast licence to a group of 
supporters who have revived a two-way 
radio link with F reulin. 

nother. victory for Indonesta was 

the removal of. East Timor from 
the agenda of the United Nations Gen- 
eral Assembly; which used to turn 
out à ritual resolution.of condemnation 
each year. until 1982. The issue was 
heard inthe UN. Human Rights Com- 
mittee until. March, when enough votes 
were mustered to remove it from the 
agenda. 

Portugal and some of its.Left-leaning 
former colonies in Africa still earry the 
torch for East Timor. Asian neighbours 
who remember former Indonesian pre- 
sident Sukarno’s confrontational.bom- 


 bast remain a little edgy about Jakarta's 


first territorial expansion accross the 
colonial borders of the Dutch East In- 


But itis | hard to argue that. East 


Timor could ever be viable, politally or 


economically, as an independent state 


or that, Indonesia and its neighbours 


could tolerate a leftist mim-Cuba in 
their midst. And Jakarta is betting that 


countries without ob- 


tion's reporting re- 
quirements. From East 


rently went straight to 
Singapore on foreign 
ships, which came 
back monthly laden 
with consumer wares. 

Denok alone could 
buy the coffee from 
the. farmers, and the 
price was set so low 
that many chose to 
-abandon the crop as 


tion figures. Close 
surveillance of the 
province's border with 
neighbouring Nusa Tengara Timur pro- 
vince checked coffee-smuggling into 
West Tumor, where arabica. sold. at 
nearly twice its Dili price. 

But shortly after Carrascalao took 
office in 1983, Denok officially ceased 
to exist as a corporate entity, a [Pili 
source said. The company's non-trading 
businesges, such as the province's only 
movie theatre and two main building 
contractors, were taken over by a newly 
formed firm called Batara Indra, whose 
top Dili-based managers, as. identified 
company employees,.turned out to 
be the same' Jakarta C hinese who had 
headed Denok before. 

As for Denok's "pm coffee-pur- 
chasing rights, agriculture — officials 


explained, they have now reverted. to- 


locally organised FONS coopera- 








serving the organisa- 


Timor. arabica appa- - 


reflected. in) produc- | 


“Those. Reds im the hills are th 


mans the scales. He readily identifies 





soon fo : 
reality of the pr 
into Indonesia. —— 
To make that 
internationally, 
alty of the East T 
Indonesia seems co; 
province a showca 
lopment. ©. soe 
Bureaucrats overwhelm vi 
a blizzard of figures: 31 
topped roads to be completed by 
end 1986; doubling of the fisheries 
over the past five years and a six-f 
crease .of the number of pigs, 
nonetheless.is still far short. 
tuguese-era figures, as are mos 
livestock populations: <a nin 
crease in the number of ele 
school” buildings. since oP 
times, coupled with a fn 
the number of grade-sche 
and an 80096 jump in enrolmen 
numbers go on and on. 
Ironically, one Dili observer, 
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Busrantors- of our ee 
can hold out.” And. the gue | 
producing their second generation 
their mountain redoubts. 


ar abies now T Rs 675 (6 
cents) at the co-ops — à pres: 
enough, - ab. : 
statistics suggest, to hav ight < 
an all-time record harvest last. year. Ti 
farmers co-ops in turn sell to one of s 
eral competitively bidding independ 
colles traders in Dih, who ship the pro 
duct via Surabaya. | 


D: Denok's formal disappea 
ance, some people in East Timor ¢ 
rectly involved in trade retain the ir 
pression that the firm is very much a 
At the coffee warehouse, _ duly er 
zoned with the Co-Op logo, in th 
ministrative capital of the prov 
main arabica-growing region, | 
dorayon, a wispy 19-year-old Chine: 


himself as working not for the Co-Op, _ 
but rather for the West Timor-hased. 
trading house of Lai Ling Sing. He says. 
he pays only Rs 575 for. a kg of arabica. 
Where does he ship the beans? “To. 
Denok in Dili,” comes the matter-of- - 
fact reply. 
Sailors at dockside in Dili casually 
talk about “the Denok ship from Si 
pore [which] anchors out there," gest 
ing towards the harbour mouth. 
one retired coffee grower blam 
Denok for "all the unpicked beans: 
see rotting on the bushes in the 
regions. Back in Pórtuguese tir i 
could buy four packs of ciga 
what a kilo of coffee carned you. N 
days, youcan yest about any Ae 
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Political prisoners get 
fast justice in court 


i he black-robed judge leans over his 
raised dais to press staccato ques- 
tions. His sharp tone is echoed convinc- 
ingly by a translator. In T-shirt and san- 


dals, the middle-aged witness answers 


in mumbled monosyllables. 

If the witness seems as much on trial 
as the defendant, this might be 
explained by the interlocking nature of 
the cases the government has been 
building against detainees in Dili's 
Comarca Prison who are believed to be 
linked with Fretilin, the East Timor in- 
dependence movement. It is quite nor- 
mal for an inmate to appear one day on 
the stand and the next day in the dock, 
said one of the public defence lawyers 
flown into Dili by the government from 
neighbouring Nusa Tengara Timur 
(NTT) province. 

The marathon hearing of the Com- 
arca inmates has been going on for 
nearly a year. So far each of the 100 or 
so defendants who have come before 
the court has pleaded guilty, their law- 
yers said. None of the defence attorneys 
nor the court superintendent had the 

recise figure of how many cases had 
en heard or how many more were yet 
to come. 

Guilty pleas mean a saving of time, 
defence attorneys explained. The pro- 
secutor simply establishes the cir- 
cumstances of the alleged crime and the 
defence seeks only to lighten the sen- 
tence. After credit is given for time al- 
ready served in detention — sometimes 
as much as four years — many prisoners 
have been left with only months to 
serve. The longest sentence so far was 
for 17 years, but such terms are reserved 
for “seri@us traitors who persist in bad 
attitudes," the lawyers said. 


24 


Since the trials began, the lawyers 
said, there have been four or five 
"batches" of prisoners whose cases have 
been linked. But care has been taken to 
keep each trial procedurally separate. 
Defence lawyers have ample access to 
their clients, they said, with nobody sit- 
ting in on their meetings except trans- 
lators, if needed. All three of the NTT- 
based lawyers on the public defence 
team speak some Tetum, the local lan- 
guage, but none with native fluency. 

The lawyers typically spend a week 
or two on a case. “It adds up to months 
and months that we spend in Dili on 
these hearings," said one member of the 
defence team, “and all at state expense. 
What more proof could you ask of the 
government's seriousness about want- 
ing to provide these defendants with a 
fair trial?" 


his commitment has not always 
been so evident to critics. The Lon- 
don-based human-rights organisation 
Amnesty International’s recently re- 
leased report, Repression in East 
Timor, alleges that "prisoners held for 
political reasons were generally de- 
tatned without charge or trial,” and that 
their number peaked at nearly 700 in 
Comarca alone in 1979. ^ 
Non-political criminals were previ- 
ously held as well in the 120-vear-old 
prison, with a rated capacity of about 
300 inmates. More political prisoners 
were held, Amnesty charged, in other 
makeshift places, such as hotels, ware- 
houses, government offices and private 
homes in Dili and outlying towns. 
Without conceding the Amnesty al- 
legations, East Timor Governor Mario 
Carrascalao listed with pride the steps 
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his government has taken to 
streamline the penal and jus- 
tice systems. A new prison is 
nearing completion outside 
Dili to house criminal offend- 
ers, leaving Comarca to the 
“politicals,” whose trials are 
being processed as quickly as 
possible, No prisoners are held 
outside these two facilities, the 
governor said, though foreign 
reporters ran into what looked 
like a prisoner transport van 
labelled “Department of De- 
tention” well to the west of Dili 
on a road to the mountainous 
interior. 


. 

he number of inmates. is 

also on the decline in the 
displaced-persons' camps on 
the offshore island of Atauro. 
Officials of the Indonesian Red 
Cross (PMI) put the cam-~’ 
population at just 1,1 
roughly a fifth of the peak figure in 
1982, though still short of Carrascalao's 
earlier prediction that the camps would 
be emptied by mid-1985. 

The remaining inmates are being 
held in protective custody, the provin- 
cial department of information says — 
their farfiily connections with Fretilin 
guerillas would put them in jeopardy if 
they were returned to their homes in 
still-troubled districts such as Viq- 
ueque, Same and Manotuto., 

The government provides Atauro in- 
mates with food supplies, medical care 
and schooling through primary grades. 
The PMI coordinates relief efforts, with 
periodic verification by representatives 
of the International Red Cross. Fami- 
lies supplement their government 
allotments with produce from indi- 
vidual garden plots and income from 
raising pigs, chickens and goats. 

Some find life on Atauro so cons 
ial, government spokesmen maint 
that they prefer to stay there and retuse 
resettlement back in their villages when 
it is offered. “It’s hardly that we like it so 
much here,” countered one long-time 
Atauro inmate privately, “but rather 
that we're afraid to let them ship us 
back.” 

Using Atauro’s native fishermen as 
emissaries, the displaced persons main- 
tain tenuous lines of communication 
with the East Timor mainland, he said. 
“Some of our sources say that returnees 
never arrived where they were told they 
were going. Other reports have it that 
even those who did reach the resettle- 
ment camps found themselves as closely 
guarded as we are here.” 

Displaced persons in the camps 
acknowledged that physical conditions 
were adequate: “We get enough to eat, 
that's not a problem. But we have no 
freedom. Now that they've seen us talk- 
ing to you, we're sure to be called in 
for some hard questioning,” 

— Lincoln Kaye 
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JOUTH KOREA 


Chun; students protest: end to political liberalisation. 





Chun banks on big stick 


A crackdown on students is likely to provoke more unrest 


9 
By Shim Jae Hoon in Seoul 
ith the International Monetary 
Fund-World Bank annual meet- 
ing due to be held in Seoul in October, 
President Chun Doo Hwan is taking 
steps to deal with increasingly violent 
student demonstrations for restoration 
of a broad range of democratic institu- 
tions. A prosecution statement on 18 
July announced the arrest of 56 univer- 
sity students and said 23 others were 
being sought on suspicion of leading a 
“Marxist-oriented” campus group which 
was alleged to be threatening the coun- 
try's “liberal-democratic and capitalist 
der." 

At the centre of the investigation is 
Sammintu, an organisation deriving its 
name from students' commitment to the 
“three mins" — min forming part of 
each of the words for national reunifica- 
tion, liberation of the “masses,” and 
violent struggle to obtain democracy. 
Members from this group stormed and 
seized the US Cultural Centre library in 
Seoul in May, calling on the US to 
apologise for its role in helping to quell 
the civilian uprising five years ago in 
Kwangju, which was put down by South 
Korean army troops after they were re- 
leased from US operational control. 

Affiliated to the National Federation 
of Student Unions, Sammintu was 
launched in spring at most schools in 
Seoul, and in at least a third of the na- 


tion’s universities and colleges. One of 
its chief aims has been to seek a full in- 
quiry into the Kwangju incident and de- 
mand punishment of officials responsi- 
ble for the killing of 191 Kwangju citi- 
zens, 
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The prosecution's statement caused 
no surprise among members of the op- 
position New Korea Democratic Party 
(NKDP) or other dissidents. An NKDP 
spokesman said that the arrested stu- 
dents, instead of being viewed as 
dangerous Marxists, were actually re- 
spected for their “anti-dictatorial and 
democracy" struggles. The announce- 
ment only confirmed weeks of specula- 
tion that “some sort of a shocking case" 
would sooner or later be unveiled to in- 
timidate the whole student activist 
movement. 


uch a prophecy seemed to be fulfil- 

led when prosecutors announced 
that 13 of the 56 arrested students will 
be indicted under the national-security 
law, a code usually reserved for pro- 
secuting North Korean espionage 
agents or those accused of treason. Al- 
though it was sometimes used by the 
government of assassinated’ president 
Park Chung Hee against students, this 
law has so far not been resorted to by 
Chun as a means of intimidating his 
youthful opponents, and the fact that he 
Is now doing so could indicate an end to 
the political liberalisation measures he 
first announced 16 months ago. These 
included withdrawal of riot police and 
plain-clothes policemen from the cam- 
puses where they had once been almost 
permanently based. 

There is more evidence that a new 
hard line is emerging in other measures 
Chun has taken. On the first day of the 
court hearing against 20 students in- 
volved in the US Cultural Centre library 











incident, Chun fired Kim Sok Whi, the 
minister of justice, reportedly because 
he was angered by the court's failure to 
prevent noisy protests from the student 
defendants and their families. Kim Sok 
Whi was replaced by Kim Sung Ky, a 
member of parliament for the ruling 
Democratic Justice Party, who was de- 


| scribed in local press reports as repre- 


senting a "hawkish" group inside gov- 


ernment. 


hortly thereafter, Minister of Edu- 

cation Sohn Jae Souk, another per- 
ceived hard-liner, accepted the resig- 
nation of Lee Hyun Je, the Seoul Na- 
tional University (SNU) chancellor, 
after he refused — reportedly in de- 
fiance of a specific request from Sohn — 
to expel seven students on trial for the 
seizure of the US library. Instead, Lee 
had placed them under "indefinite sus- 
pension," a penalty which would allow 
their return to the classroom sometime 
in the future. Not only was Lee forced to 
resign, but at least five other college 
deans quit with him. Lee has been re- 
placed as head of the SNU by Park Bong 
Shik, a political-science professor and 
former Unesco secretary-general. Park 
has vowed to wipe out any further anti- 
government agitation on the campuses, 
saying he "will not accept the idea of 
students using the school for political 
activities. " 

Dissident sources doubt whether 
these tough moves will bring back calm 
to the campuses; in fact, they fear that 
the situation can only get worse since 
the government is unlikely to accede to 
the students’ demand for a full inquiry 
into the Kwangju riots and their after- 
math, nor is it likely to accept the oppo- 
sition party's demand for the president 
to be directly elected by unis efsal suf- 


frage. 

And while Roh Tae Woo, the ruling 
partys chairman, says he will not 
recommend restoration of dissident 
leader Kim Dae Jung's full political 


rights, Chun's parliamentary aides are 
said to be preparing new legislation 
aimed at imposing heavier punishments 
for student demonstrators 

It now appears almost certain that 
these tough measures will touch off 
fiercer student demonstrations during 
the autumn term. Aggravated by news 
of the new legislation which the 
NKDP has vowed to fight tooth and 
nail, calling it *an incredible instrument 
to stifle autonomy of the university" 
— there is the growing likelihood of the 
NKDP throwing its weight behind the 
students and others who are pressing 
Chun to come out with a clear timetable 
for democratisation before he prepares 
to step down in 1987. Any increase in 
political unrest here could bring the 
whole anti-government movement solid- 
ly behind Kim Dae Jung and Kim 
Young Sam, the main opposition lead- 
ers, who say their patience With Chun is 
running out. 
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Nippon unions unite! 


The factionalised labour movement seeks unification 


. 

By Charles Smith in Tokyo 
J apan's labour movement, which was 

divided after World War II into four 
rival camps with widely differing politi- 
cal associations, is trying to realign itself 
under a single banner so as to be able to 
confront the government more effec- 
tively over wage and employment is- 
sues. Putting together what was put 
asunder 30 years ago, however, is prov- 
ing a hard task. 

The most that seems likely in the 
foreseeable future is that some 50 pri- 
vate-sector industry unions may agree 
by the end of 1985 to confer “national- 
centre status" on the Japan Private 
Trade Union Council (JPTUC), a 
somewhat hazy organisation which 
came into existence three years ago as a 
talking-shop for advocates of unifica- 
tion. 

Becoming a national centre would 
enable the IPTUC to impose a high- 
er levy on its membership than the 
Y 30 (13 US cents) it now receives annu- 
ally and might pave the way for the en- 
tire private-sector trade union move- 
ment to start speaking with a single 
voice on issues such as the shortening of 
the work week or the reduction of in- 
come tax. 

On the other hand, unification of pri- 
vate-sector unions under 
a single national umbrella 
could have the effect of 
leaving out in the cold 
the 2.5 million workers, 
ranging from teachers to 
railway workers, who 
constitute the public sec- 
tor of organised labour. 

Supporters of the 
move to upgrade the 
status of JPTUC see 
their efforts as a first step 
towards building a single 
national organisation 
which would combine 
both private and public 
unions. As of now, how- 
ever, it looks as if the 

ublic sector could be 
kaded for a leftward drift that will 
leave it more than ever out of touch with 
the mainstream of political and econo- 
mic debate in Japan. 

Moves to establish a national labour 
federation for Japan comparable to Bri- 
tain’s Trades Union Congress have 
been under way at grassroots level since 
the mid-1960s. But things really started 
to move at the centre only from the mid- 
1970s when a change occurred in the 
balance of power within the labour 
movemente 

Up to 1975, Japanese labour's an- 


nual “Great Spring Wage Offensive,” 
or Shunto, was spearheaded by the pub- 
lic sector and particularly by the two 
railway workers’ unions, Kokuro and 
Doro, which used national rail strikes, 
or the threat of them, to extract wage 
awards from the government which 
could then serve a model for private- 
sector awards. 

The declining importance of rail 
transport in Japan, combined with 


growing public exasperation over the 
poor service and Japan National Rail- 

ways’ heavy losses blunted the power of 
the railway unions’ wage offensive from 


the mid-1970s on- 
wards. But the pri- 
vate-sector unions. 
which took over the 
leadership of Shunto 
after 1975, have 
been no more suc- 
cessful in twisting 
the arms of employ- 
Crs. 


Fo the past 10 
years or so the 
pattern for across- 
the-board wage in- 
creases in industry has been set in an- 
nual talks between a group of eight key 
companies representing the four main 
metal-processing industries — = steel, 
shipbuilding, electronics and motor 
vehicles — and the medley of different 
industrial unions covering the same 
sectors. 

Within the monolithic “eight-com- 
any conference" the lead has normally 
Been taken by the steel industry, repre- 
sented by Nippon Steel Corp. and Nip- 
pon Kokan. Because steel is a “mature” 
industry, intent on reducing its costs by 


Yamada; railway workers: touchy political issues. 


trimming its full-time workforce, the re- 
sult of this system has been to hold back 
Japanese industrial wages to rates of in- 
crease which have been barely more, 
and sometimes less, than the annual 
cost-of-living increase. 

Seigo Yamada, general secretary of 
the fledgeling JPTUC, whose full- and 
part-time staff currently numbers 15, 
said a properly organised natignal 
labour federation representing all the 
main Japanese industries would go a 
long way to correcting the top-heavy re- 
lationship between management and 
labour. 

In the longer term, Yamada thinks 
that it might even be possible to reverse 
the 30-year-old downward drift in the 
proportion of the Japanese labour force 
which is organised — 29.1% today 
against 55% in the 1950s. To achieve 
these desirable results, however, union 
leaders whose personal status stems 
from the fragmentation of the labour 
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movement into overlapping fiefdoms 
would probably have to surrender quite 
a lot of their power. 

The merging of 50 or more individi 
industrial unions or union federatio 
into a single national organisation also 
calls for decisions on touchy political is- 
sues which have been dividing the 
labour movement ever since the pa 
1950s. One key question for JPTUC i 
which of Japan's two fainting 
socialist parties — the Japan Socialist 
Party and the Democratic Socialist 
Party — to support or, more realisti- 
cally, how to divide its favours between 
both. 

A second tricky issue is to decide 
whether a united national centre should 
join the International Confederation of 
Free Trade Unions (ICFTU) — a body 
which competes worldwide against the 
communist-backed World Federation 
of Trade Unions. 

Yet another knotty problem over 
which private-sector trade unionists 
seem to be having trouble making up 
their minds involves the administrative 
reform policy of Prime Minister Yasu- 
hiro Nakasone's cabinet. Many of these 
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unionists are ready to admit privately | 


that cutting government spending and 
privatising loss-making state organisa- 
tions such as Japan National Railways 
makes economic common sense. To 
speak up publicly in favour of privatisa- 
tion, however, risks alienating the pub- 
lic-sector unions and could thus help to 
perpetuate splits in the labour movement. 

eA preliminary report, published in 
May by a committee of union general 
secretaries, on the steps needed to 
create a unified national centre for pri- 
vate trade unions grasped a number of 
these nettles — recommending among 
others things that the reformed and re- 
constituted JPTUC should acquire 
“blanket membership" of the ICFTU. 
In late July, however, the largest of the 
four existing national trade-union 
centres, Sohyo, held an annual conven- 
tion which almost came to blows over 
several of the same issues. 

One of Sohyo's largest and most 

ailitant public-sector members, the 

.apan Teachers Union (Nikkyoso), 
tried to propose an anti-JPTUC motion 
which would probably have caused a 
walkout by Sohyo’s private-sector 
unions if it had been put to a vote. In the 
end, Nikkyoso was induced to back 
down, But Sohyo remains badly split 
over whether to give its blessing to the 
unification movement. 

The second largest of the existing 
four national centres, Domei, also 
seems ambivalent, though officially 
Domei's predominantly private-sector 
leadership says it is ready to step down 
and hand over power to a new national 
federation incorporating all private-sec- 
tor unions. 


I: the current action programme for 
upgrading JPTUC goes according to 
plan, a blueprint for creating the new 
national centre will be unveiled in Sep- 
tember — with formal endorsement due 

| December at an annual convention of 

1e 54 private-sector unions and union 
federations which are paid-up members 
of the present organisation. 

The new JPTUC, besides being im- 
mensely richer than its predecessor, 
would have powers to prevent indi- 
vidual unions from "stepping out of 
line" on ideological or economic issues 
and would thus be considerably more 
powerful than any existing labour or- 
ganisation. But hardly anyone believes 
that the change from council to na- 
tional-centre status can be realised 
overnight — whatever the December 
convention decides. 

JPTUC will probably be doing well if 
it manages to get its act together as à 
strictly private-sector organisation by 
1987 or 1988. Agreement in principle on 
the more ambitious formation of a 
single labour entity embracing both pri- 
vate- and public-sector unions probably 
lies much further ahead — perhaps 
as far away as the mists of the 21st cen- 


tury. 


f FAR EASTERN ECONOMIC REVIEW e 8 AUGUST 1985 


> its pe 
pore! rn at T^i "d sa 


i 
Uu 


z E = E M - a ~ itl 
L7 MS PW wee ne E au > 7 


=. 


A boost to labour - 
Unions benefit from Nippon Telegraph's privatisation 


Ithough plans to form a national centre for unions Japan's 
terio sector date back more than a decade, a wa Aum A move- 


ment seems to have been given by the privatisation of Nippon Telegraph and 
Telephone (NTT) — the former state telecommunications entity which em- 
ploys more than 300,000 workers. 

e NTT union, Zendentsu, is one of the largest members of 
Sohyo, a 40-year-old which includes all the big public-sector unions 
in Japan, as well as a of private-sector Se 1 April, when 

s privatisation took effect, Zendentsu has also 


>. pe 


Ja rivate Trade Union Council (JPTUC) — the body which is expected 
to ded into a fully fledged private trade-union federation. This means 
that it will have a foot in both the most ve and the most tradition- 


bound camps into which Japanese labour is divided. 

In an interview, Zendentsu’s president, Akira Yamagishi, told the REVIEW 
that the establishment of a single organisation to represent private-sector 
unions was needed to stop the government exploiting labour disunity over is- 
sues such as tax reform and wage increases. He also said a divided Japanese 








Yamagishi; NTT: foot in both labour camps. 


labour movement was in no position to deal with overseas labour organisa- 
tions, which suspect Japanese workers of being under the thumb of manage- 
ment. 

Another reason why unions should close ranks, Yamagishi said, is to coun- 
teract the magnetic attraction the ruling Liberal Democratic Party has been 


cis ers, rd tion parties. 
The 1 movement provides spo for two of the four main oppo- 
sition pa the Democratic Socialist Party 


could be a drift by the D 


Democrats. 

With 180,000 members and more than 2,000 local branches, Zendentsu isa 
heavyweight by any standard, but Yamagishi admits this could be a disadvan- 
tage as well as an asset when it comes to with long-established private- 
sector unions. When the uniongoined JPTUC in April, it received a formal 
welcome from existing members that “ have masked some underlying 
coolness." Among others, the leadership of the huge auto industry workers 


fefleration, ting the Nissan group, appears particularly reserved, 
Yamagishi said. 

Ya i said Japanese labour should aim to build a single 
nationwide confederation, represen both and private-sector 


public 
unions, by the end of the current decade. He warned, however, that in the pro- 
cess of trying to get together Japanese labour could split more widely than 
ever. One possible of current moves to form a new national centre is that 
two might — a moderate majority and hard-line minority 
of -sector unions to the Japan Communist Party. 
— Charles Smith 


a member of the 
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The US may not stay 


around to be kicked 


mein commitment to a continued § 


presence in the Philippines may not 
be as firm as both President Ferdinand 
Marcos and the opposition have long 
believed. Commitments change, even 
under conservative presidents, as 
Taiwan found under Nixon. Today, the 
US shows signs of willingness to aban- 
don the Philippines to its fate if the cost 
of remaining rises. The cost to the 
eu of such a policy change is 
something neither Marcos nor his.oppo- 
sition have considered. It would isolate 
the Philippines from the rest of Asia, 
hastening too the day of communist 
domination. 

In the curious world of Filipino client 
politics, the US is the pre-eminent 
patron but a patron that has often shirk- 
ed its responsibilities. Traditionally, 
Filipino politicians attempted to solicit 
American support — support which was 
at times not there. 

Sometimes the support has been 
real, as in the case of CIA aid for Mag- 
saysay's presidential candidacy; some- 
times the support was tacit such as 
Nixon’s failure to condemn Marcos’ 
declaration of martial law in 1972; 
sometimes the support was imaginary 
such as Marcos’ recent selective in- 
terpretation of Reagan administration 
Statements. 

Whether real, tacit, or imaginary, 
Filipino politicians have always pro- 
ceeded on the assumption the US had 
more to lose if the support was not 
forthcoming and the relationship bro- 
ken. This gave Filipinos considerable 
leverage in their ties with their Ameri- 
can patron — which they have been 
adept at manipulating since the Com- 
monwealth period. The love-hate Ame- 
rican-Filipino relationship engendered 
has been the main emotional source of 
this leverage. American security and 
economic interests provided the bar- 
gaining tools. 

Marcos has been particularly shrewd 
in using these tools, suggesting only he 
could be trusted to safeguard American 
interests while alternatively issuing 
strong nationalist appeals — declaring 
the Philippines could survive without 
US support — to two audiences: a 
domestic one which blew hot and cold 
concerning the value of US ties and an 
American one that seemed to need con- 
Stant reassurance about the value of 
Philippine ties. 

Reminding the Americans took the 
form of periodic visits to Moscow with 
talk about communist arm sales, a 
labour walkout at Subic Bay, a change 
in the foreign investment code, or a 
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Marcos examines a us Blowpipe missile. 
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demonstration in front of the US Em- 
bassy by Imee Marcos' youth group. 
lhese activities influenced some within 






the US policymaking community: for | 


example, Commander-in-Chief Pacific 
Area Command (CINPAC) always be- 
came nervous when a labour strike oc- 
curred. But their impact on US policy 
diminished over time as US relations 
with the rest of Asia stabilised and the 
Philippine situation deteriorated, be- 
coming more of a burden. 

However, Marcos has attributed his 


policy successes to his ability to play this | 


American card. In this conclusion, he 
may have made a fatal mistake. For US 
policy is based on a larger calculus. This 
miscalculation is shared by the Philip- 
pine opposition which has long viewed 
US support for Marcos as one of the 
major reasons for his continued reign. 
The opposition has attempted to 
have their cake and eat it too. While 
blaming the US-World  Bank-IMF 
"nexus" as the source of Marcos’ power, 
they have also sought out US support 
for removing Marcos, lobbying con- 
gress for an end to aid or by seeking US 
blessing as Marcos’ successor. 
Richard J. Kessler is a senior asso- 
ciate at the Carnegie Endowment 


for International Peace in Wash- 
ington. 
















The message they convey is con- 
fused. On the one hand they want to 
legalise the communist party, nation- 
alise foreign investment and cancel 
the military bases agreement. On the 
other, they want US support 
to get rid of Marcos and US 
aid to rebuild the economy. 
The effect of opposition 
Statements, the almost unani- 
mity in the view that the US is 
one of the root causes of 
many Philippine problems, is 
to have caused a profound 
American reassessment of its 
interests in the region, with 
American investors with- 
drawing from the Philippines 
and US policymakers think- 
ing in terms of alternatives to 
its bases. 

For years the bases hav 
been referred to as “irre 
placeable” and “vital to US 
security.” Both statements 
are true given present US 
strategy. However, strategies 
change to fit new conditions. 
While the happy congruence 
Qf the Subic Bay Naval Base 
and Clark Air Field are not 
replaceable, their functions 
can be replicated in multiple 
combinations elsewhere. For 
example, an air base in Thai- 
land, expanding facilities in Okinawa, 
or Malaysia where an Australian air 
squadron is now based; naval facilities 
in Singapore, Brunei, Thailand, Tinian, 


Guam, or Australia. 
N° defence dictum states that there 
must be one large air base and one 
large naval base sitting astride South- 
east Asian sea lanes. US strategy could 
be adapted to fit a different set of suj 
port facilities conditioned on retainir | 
the quality of US force projection capa- 
bility and on covering salients, ensuring 
strategic denial to opposing forces. Such 
a strategy would entail increased mili- 
tary cooperation with the other Asean 
countries, Australia, and Japan. Some 
Asean countries have already indicated 
an interest in this; for example, recent 
lobbying for US aid to the non-com- 
munist rebel factions in Cambodia. 

A withdrawal of a US security com- 
mitment to the Philippines would have 
dramatic, strategic consequences. First, 
it would isolate the Philippines from the 
rest of Asia. Since Sen. Claro Recto's 
slogan in the 1950s of ^ Asia for Asians,” 
the Philippines has been trying to estab- 
lish an Asian identity. Its search has 
only had moderate success. 

A recent phrase among pundits re- 
fers to Asean as the ‘Club of 5'/2° — not 
because Brunei has joined but because 
the Philippines’ problems keep it from 
being a full member. The US security 
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umbrella based in the Philippines now 
conveniently covers the rest of Asean — 
a presence Asean nations to date have 
only been willing privately to endorse. 
It is in part the reason why the Philip- 
pines is welcomed to the Asean Club. 
Certainly intra-regional economic ties 
provide little basis for such member- 
ship. Take away the American relation- 
ship and the ties with the rest of Asia, 
the Philippines will be set adrift in the 
Pacific. 

Secondly, while Filipino politicians 
have long belittled their mutual security 
pact with the US because of the lack of 
an external threat, the withdrawal of the 
US forces would make such a threat 
likely, given the continued rise in the 
communist insuegency. The threat will 
not come in the form of a Soviet inva- 
sion but in Soviet and Vietnamese sup- 
port for the communist New People’s 
Army with money and weapons. 

Filipinos have long assumed that the 
^'S would not let this happen. Obvi- 

isly, the US would not like it to hap- 
pen as a communist Philippines in the 
Soviet orbit would complicate Pacific 
security enormously. But the US may 
not have much choice. The US will not 
be drawn into fighting another Asian 
war, despite Marcos' recent suggestions 
to the contrary. Nor will it remain in the 
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€ The US will not be drawn 
into fighting another Asian 
war, 


espite Marcos’ recent 

estions to the contrary. 
or will it remain in the 

Philippines unwelcomed. ? 


su 


Philippines unwelcomed. Nor will the 
US provide substantial economic and 
military assistance without fundamental 
reforms — reforms that Marcos does 
-^* want to carry out. In the face of 

rcos' intransigence, the US has only 
two choices. Either cut off all aid in the 
hopeful expectation that at best this will 
force Marcos to adopt unpleasant re- 
forms or even bring about his downfall 
or buy time, continuing pressure at the 
margin for change while accelerating 
plans for an alternative Pacific defence 
strategy. 

An indication of which direction the 
US will take may come if Marcos under- 
cuts the incipient military reform move- 
ment by reinstating Gen. Fabian Ver 
(or someone like Ver) to a position of 
authority. US policy will be based on 

rceived self-interest. Certainly, there 
is flexibility in the US approach. It 
would probably be willing to re- 
ge the bases agreement and pro- 
vide substantially more assistance. But 
for the US to be flexible, Filipinos will 
have to be also, recognising that the 
benefits they receive from being as- 
sociated with the world's pre-eminent 
power may outweigh the costs. o 
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Deng’s task ahead 


Party conference will be vital for reforms 


By Mary Lee in Peking 
Biss "socialism with Chinese 
characteristics” was never seen as 
an easy task by elder statesman Deng 
Xiaoping and other proponents of eco- 
nomic reform. However, at the forth- 
coming national party conference in 
September — the actual date has not yet 
been announced — as at the sixth Na- 
tional People’s rer ti in March, the 
difficulties in “establishing a dynamic 
socialist economic structure” (the de- 
clared objective of the reforms) will 
once again be evident. 

Since the party central committee 
published its decision on reform of the 
economic structure last October, the 
various policies outlined have been im- 
plemented, including the complex task 
of wage and price reform. Each of the 
necessary policies introduced has pro- 
duced accusations of un-socialist self-in- 
terest under the catch-all term “unheal- 
thy tendencies.” Going by the docu- 
ment of the reform itself, the confer- 
ence — only the second of its kind to be 
held in 35 years — will probably focus 
on how to strengthen party leadership 
to ensure the success of reforms. 

The leadership, as personified by 
Deng, Premier Zhao Ziyang and party 
General Secretary Hu Yaobang, is not 
under threat from anti-reformers. This 
does not mean, however, that their guid- 
ance so far does not merit criticism 
from firm ideologists within the party. 
While the trio — or any of their support- 
ers — can hardly be blamed for the fact 
that some party members and even vet- 
erans and other cadres have been in- 
volved in *unhealthy practices," their 
leadership has been faulted for promot- 
ing the “get rich" idea ahead of 
"socialist culture and ethics." 

Chen Yun, the chief party disciplina- 
rian and proponent of the Soviet model 
of a centrally controlled economy, 
warned in June: “If socialist culture and 
ethics are not promoted, the efforts to 
build material wealth will be led as- 
tray." Deng. Liqun, recently remov- 
ed from his post as head of the cen- 
tral committee's propaganda depart- 
ment, added his voice to the subtle cfiti- 
cism of the leadership when he said in 
Sichuan in May: "[the] Spiritual pillar of 
our nation was hard struggle and build- 
ing the country through thrift and hard 
work. For about one year, these words 
have seldom appeared in our news- 
papers..." 

As party propaganda chief, it should 
have been Deng Liqun's job to publicise 
the "spiritual pillar." As an ideologue, 
doing so would have been an easy 
task. But as his Sichuan speech was 


not an exercise in “self-criticism” it has 
to be taken as criticism of the lead- 
crs. 

Deng Liqun’s removal does not clear 
the leadership ranks of all critics or op- 
ponents of the reform strategy. For in- 
stance, Mao Zhiyong has retained his 
post as first party secretary and political 
commissar of Hunan province since 
1977. He was closely identified with the 
Maoist faction, 

But the recent spate of promoting 
new younger and  better-educated 
cadres to top provincial party and 
ministerial posts does assure the reform 
lobby of greater strength in the central 
committee, politburo and secretariat. 

The purpose of rejuvenating the sec- 
ond and third leadership ranks ts to put 


& 
Deng: young leaders promoted. m. 
in place cadres who can continue the 
present policies of reform. 

Deng Xiaoping reiterated in July 
that the national party conference s cen- 
tral task was to appoint young leaders to 
the central committee, politburo and 
party secretariat. The newly promoted 
high provincial officials will constitute 
300-350 of the 1,000 delegates. 

Once the selection has been made, 
the delegates will go on to discuss the 
next five-vear plan (1986-90). Integral 
to this plan is the decision on how the 
party will proceed with the economic re- 
forms which Deng recently described as 
"experiments." The present leader- 
ship's determination to make these ex- 
periments successful is beyond ques- 
tion, but China is now suffering a severe 
drain on its foreign-exchange reserves 
caused by uncontrolled spending in the 
cause of "modernisation" as well as 
from "unhealthy tendencies" which 
were earlier described as endangering 
the reforms. These problems will have 
to be aired in September. ¢ 
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Young visionaries redefine China’s artistic past 


. Picking up the pieces 


By John Minford in Hongkong 
de: Redefining and revitalis- 

€ ing a cultural tradition is a 
delicate operation. To de- 
stroy one is child's play. 
On the surface, China, 36 
years after liberation, is a 
= cultural wasteland. Not 
the visible destruction, but rather the 
all-pervading sense of disenchantment, 
of spiritual ruin and futility, the fear that 
the backbone of a great civilisation, at- 
rophied by the 19th century, snapped by 
the 4 May era, may have finally been 
broken beyond repair. In the 19th cen- 
tury it was widely feared that European 
railway builders were cutting into the 
dragon-lines and destroying the 
fengshui of the Chinese empire. 
In the first half of the 20th cen- 
tury this whole traditional con- 
cept of the Chinese universe as a 
Balanced ecological entity was 
thrown overboard. Now, as 
China approaches the year 2000, 
and faces uncertainty in econo- 
mic growth, urban alienation 
and industrial pollution, it must 
confront its own double failure: 
a failure to conserve, and a fail- 
ure to modernise. 

And yet on this post-Mao 
wasteland a strange new indi- 
genous culture is evolving, | 
which could, perhaps a little pro- 
vocatively, be called the culture 
of the /liumang (an untranslat- 
able term loosely meaning 
loafer, hoodlum, hobo, bum, 

unk). The original liumang is to 

€ seen cruising the inner city 
streets on his Flying Pigeon bicy- 
cle, looking (somewhat lethargi- 
cally) for the action, reflective 
sunglasses flashing a sinister 
warning. Liumang in everyday 
speech is a harsh word. It is the 
word for anti-social behaviour, a 
category of crime. 





But the liumang generation a F 
as I see it is a wider concept. Liumang: an alternative culture. 


Rapist, whore, black-marketeer, 
unemployed youth, alienated intellec- 
tual, frustrated artist or poet — the 
spectrum has its dark satanic end, its 
long middle band of relentless grey, 
and, shining at the otherend, a patch of 
visionary light. It is an embryonic alter- 
native culture, similar in certain striking 
ways to that of the 1960s in the US and 
Europe. 

In one sense these are the lost gener- 
ation. They are the victims of the “10 
years of catastrophe,” the children of 


the Chinese holocaust. But in another 
sense it is precisely this void that can 
give birth to an authentic sense of iden- 
tity and culture — not the goyernment 
directives to reprint classical texts, to re- 
store bits of tourist antiquity or to re- 
habilitate octagenarian intellectuals. 
The 4 May Movement tried without 
success to uproot traditional values and 
to drag China screaming into the mod- 
ern "world. The Cultural Revolution 


failed in its more extreme endeavour, to 
create a blank and then to engineer and 
imprint upon it a new consciousness. 
One of the ironies of recent Chinese his- 
tory is that these very failures have left 
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behind them a generation capable of re- 
conciling tradition and a true feelfrig for 
modernity. The trauma of disillusion- 
ment, and the anarchy to*which they 
were abandoned during the formative 
years of their adolescence, have driven 
the more aware representatives of the 
liumang generation to a radical perspec- 
tive, not only on the present but also on 
their own traditional culture. 

Official olicymakers struggle 
against the odds to instil an artificial 





sense of values, to create a socialist 
spiritual civilisation for the unmotivated 
and underemployed. These for their 
part observe the hypocrisy and oppor- 
tunism of their seniors and remain un- 
moved. It seems almost irrelevant whe- 
ther Marxism or neo-Confucianism is 
being resorted to in the effort to gal- 
vanise the people. The medicine in 
either case is ineffective. 

Meanwhile, new and articulate 
voices can be heard from the vanguard 
of the younger generation, reassertions, 
of spiritual vitality and individ 
creativity. These are not “dissidents” .., 
the Soviet sense; they are often them- 
selves ex-Red Guards, from 
gaogan (high-level cadre) fami- 
lies, sorely disillusioned, but 
sull committed to socialism in 
China — provided that it is a 
sogialism which does not betray 
their own ideals. During the 
now-discredited spiritual pollu- 
tion campaign of the winter of 
1983-84, these people were 
among the chief targets for at- 
tack, but their importance is 
now being grudgingly recog- 
nised by the party. Their writ- 
ings are being officially pub- 
lished; some of them are even 
being sent abroad to study and 
attend conferences. 

One of the most prominent 
among them is the 36-year-old 
poet and story-writer Bei Dao/ 
Zhao Zhenkai (the first is t 
pen-name he uses for poetry, t 
second his real name). For years 
his poems have had a strong 
underground following, especial- 
ly among students, who exchange 
handwritten copies of his Work. 
and even sometimes mail them 
to other students in distant pro- 
vinces, Now, after being deliber- 
ately treated as a literary non- 

erson for so long by the estab- 
lishment: he has at last been rec- 
ognised and was recently allowed 
to travel to Europe to attend festivals in 
West Berlin and Rotterdam (apparently 
after the personal intervention of the 
Overseas Chinese writer Chen Ruoxi 
during an audience with party General 
Secretary Hu Yaobang himself). 

Unlike their grandfathers of the 4 
May generation, whose iconoclasm 
questioned the entire Chinese tradition, 
this new generation of writers, artists 
and thinkers is able to take a cooler look 
at the past. It searches for inspiration in 
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the modern West has drawn its own in- 
spiration from the ancient Orient. 
Familiarity with Ezra Pound and im- 
agism leads unexpectedly to new explo- 
rations of classical Chinese poetry and 
poetics (as, for example, with the new 
Misty school of poets, of which Bei Dao 
and the poet and critic Yang Lian are a 
part). 

A knowledge of abstract expres- 
sionism leads back to the more unin- 
hibitedly abstract styles of traditional 
calligraphy and painting (as in the im- 
pressive recent work of the young artist 
Yan Li — recently in Hongkong en 
route to study in New York — dod Ma 
Desheng, one of the founders of the 
Xingxing group of artists). 


B recht, Beckett and Artaud suggest 
new possibilities for traditional 
Chinese drama to the avant garde 
dramatist Gao Xingjian (now on a visit 
o England), whose plays The Bus Stop 
ind The Primitives have caused such 
controversy in Peking. When the young 
director Chen Kaige was in Hongkong 
earlier this year for the showing of his 
new film Yellow Land, he was ques- 
tioned afterwards by a member of the 
audience about the influence of modern 
Western cinema on his owp work. He 
replied somewhaj nonchalantly that he 
had had access to a lot of that kind of 
thing at the Peking Film School, but that 
he was himself far more interested in 
and influenced by the Chinese tradition 
of landscape painting. The visual grand- 
eur and artistic restraint of his film 
(qualities almost impossible to find in 
any other film made in China since 
1949) certainly bear this out. 

College students in China discover 
Gary Snyder's poetry, Jack Kerouac's 
The Dharma Bums and the novels of 
Herman Hesse, and find themselves 
pointed back to Zen Buddhism, Daoism 
ind the Book of Changes. Atthe Peking 
‘oreign Languages Institute post- 
graduate students in 1982 were reading 
Arthur Waley's versions of the ancient 
Book of Songs side by side with the 
Chinese originals. In this way they were 
at the same time learning English and 
classical Chinese (the language in which 
the bulk of the tradition is expressed, 
and which the present generation is in 
danger of losing altogether). 

Another irony of the Cultural Revo- 
lution is that teenagers, denied conven- 
tional schooling, were thrown back on 
the resources of their own families. The 
Chinese family, like some indestructible 
bacteria, has survived massive doses of 
ideological antibiotic. Many of the 
vounger generation who now possess 
the necessary skills to function as articu- 
late and literate people within their own 
culture, owe it to their parents. Thanks 
to their parents they are still capable of 
understanding and re-evaluating their 
own tradition. 

In ways such as these the younger 
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Yang Lian in the Summer Palace: obsessed by history. 
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Rebirth from the ruins 


ne of Bei Dao's early stories, 

In the Ruins, ends amid the 
ruins of the Old Summer Palace in 
onn, tn oe 
overpow darkness and oppres- 
sive weight of Chinese hist , he still 
sees light, a cautious ty of 
rebirth. 


“Standing before him was China's 
history . . . the sumptuous yet deso- 
late cities, palaces and tombs . . . The 
axe on the execution block, ine 


it would proceed from here, and 

into the wide world." j T 
This theme recurs in his poetry, as 

s these closing lines from Ancient 


broken steles support the sk ri 
BC gs a glance from the living 
The stone turtles back to life 
And, with a heavy load of secrets 
their backs. 


They will crawl out across the 


Bei Dao moves his readerg with 
the sheer power and modernity of his 


ht the more enlightened 
critics with the sophistication of his 





Let this mute stone 

Attest my birth 

I come to this ruin 

Seeking the only hope that has il- 
lumined me 

Faint star out of its time 

Only the wind rousing a song 

In place of the broken sundial 
buried in the earth 

Points to my dawn. . . 

Freedom will return, bringing its 
little shell, 

And within it the echoing roar of 


of his longer poems, the Wild Goose 
Pagoda in Xian witnesses and broods 
over all that has gone wrong since the 


Tang , that luminous - 
when poss es, like night; 
drifted in from t est, fell on the 
noisy street, each crushed drop a star 


set in a bronze mirror, and my face 


shining in it." 

This poem is a lament for a de- 
cline, for the gradual turning in on it- 
self of a once-confident cosmopolitan 
culture: 

Often in the rainbow wandering in 
after the rain 

I seek the shadow of the Great 
Wall, proud and comforti 

But the roaring "iHa tells me 
new tales of ruin 

— mud and rubble have silted the 
canal, 

my arteries no longer pulse, my 
throat no longer sings. 

But the poem ends on a note of de- 


fiance. 

I shall destroy at last this night- 
mare-cage, 

realign shadow of history, spirit of 


defiance, ... 
night and dawn. — — Jghn Minford 
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. | generation can begin to p pieces 
| | back together ag: in. Of course, it must 
4 _ be remembered that these young artists 


| tion. But if their voices are allowed to 
. continue to be heard, they share suffi- 
| cient common ground with the darker 
bands of the liumang culture to be able 
to communicate with them in a way that 
_ | the party bureaucracy cannot. Indeed, a 
— | pop culture of magazines and rock 
| music has already come about in China. 
— | Although much of this is as mediocre as 
b> pop culture anywhere, it offers a shared 
_ | language in which more sophisticated 
—] cultural expressions can flourish. 
a This new awareness of the power of 
—] the neglected Chinese tradition to bring 
— | Spiritual nourishment to the wasteland. 
_ | and of the corresponding need for the 


j 


i : _ younger generation to reinterpret their 
-] tradition on their own terms, found 
— | powerful expression in an essay entitled 
| € Tradition and Us, written by Yang 
— | Lian for the September 1983 issue of the 
| journal Shan Hua (Mountain Flowers), 
| published in remote Guizhou province: 
1 "We must rediscover, explore and 
. secure once again those things in our 
. history that answer our own spiritual 
| needs. We must look back continuously 
| en our own tradition from the vantage- 
- point of the latest achievements of the 
| global civilisation of our time. Tradition 
| is the eternal present; to neglect it is to 
| neglect ourselves. The more of tradition 
| we can lay claim to in this way, the more 
| distinct will be our realisation of our 
| own creative and innovative mission, 
| the greater will be our own place in his- 
Ë | tory. 
el yare Lian points to such elements in 
AD 
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the Chinese tradition as the Book of 
_ Changes, the shamanistic symbolism of 
| the ancient Songs of the South, to Daoist 
| and Zen modes of thinking — all of 
1 _ which were, as he himself says, “in the 
| past hastily dismissed as mystical and 
| metaphysical.” 
‘| Ifthe implications of these ideas are 
i extended from literature to society as a 
| whole (and in China, ancient or mod- 
ern, such ideas always are), such tradi- 
tional elements in a new vision of socie- 
| ty could do much to put the soul back 
| into socialism. China in the past has 
shown a genius for melding different 
| ways of thinking into a synthesis. Is 
| there now a possibility that it will con- 
| tinue this evolution, and add Marxism 
| tothe perennial Chinese melting-pot? 
d That writers such as Bei Dao and 
| Yang Lian should now (at least, during 
i . the past few months) be receiving sup- 
ia E from the establishment is grounds 
| for cautious but geniuine optimism 
about the future development of 
_ Chinese culture. They have something 
of incalculable importance to offer to- 
wards the growth of a society which 
could combine the best of socialism, of 
China's own tradition and of the 
West. ° o 
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and heroes of today 


By Wang Gungwu 


D The. traditional Chinese 
ere scholar would have been 
ashamed if he did not at 
least have a basic grasp of 
the three key areas of 
knowledge, wen, (litera- 
ture), shi (history) and zhe 
(philosophy, especially the Confucian 
classics). It would have been unthink- 
able for him not to have given his sons a 
good education in the same three areas. 
For him, they constitute the founda- 
tions of his sense of identity as a Chinese 
gentleman. 

For the majority of the Chinese peo- 
ple, however, that level of education 
was a rare privilege. They might have 
admired education from afar. The re- 
wards of education would have aroused 
some envy among them, also from afar. 
But all they could hope to get were short 
aphorisms from the classics, and the 
Storytellers’ and operatic expositions of 
history and romances — if they were 
lucky. They did not expect to be gentle- 
men, and their identity as Chinese did 
not in any way depend on their ability to 
read and write. Although poor and ig- 
norant, they were no less proud of their 
heritage of Chinese civilisation, 

All that was to change in the 20th 
century when that civilisation was found 
wanting and began to be seen as stag- 
nant. The revolution in China was, 
among other things, to reject what the 
literati stood for and bring the benefits 
of scientific education to the common 
man. If that meant an education with 
none of the refinements of wen, shi and 
zhe, the Chinese would have to live with 
that. And for many of the rebellious 
young, if it needed a violent Cultural 
Revolution to rid China of the literati- 
type intellectual, they seemed to have 
welcomed it. 

The Cultural Revolution went so far 
to deny the role of the intellectuals in 
China that it is not surprising a reaction 
set in after 1976. This began with a stout 
defence of Confucius and his followers; 
correcting their image as ogres. But 
there should be no misunderstanding of 
this reaction. There is no return to the 

'ideas'bf Confucius and his school, only a 
desire to correct errors and misrep- 
resentations which are offensive to 
those who care for Chinese civilisation. 

As far as zhe is concerned, there 
has been no return to Confucian phi- 
losophy. It is enough that some of 
the values about diligence in study, hon- 
esty to oneself and to others and respect 
for moral authority be revived. This is 
being done through the language texts 
in high schools. The selection of texts is 
very carefully done. Young teenagers 








are introduced to classical Chinese 
through allegories and parables drawn 
from various classics — not only the 
Confucian classics — which are chosen 
not merely to improve comprehension 
of literary Chinese but also to convey 
those values which should help restore 
an orderly society in China. Many of 
these values, of course, were alread 
part of the common stock: the Foolish 
Old Man who moved mountains; Con- 
fucius finding a teacher even in a group 
of three; the commoner Mo Zi's love of 
peace; Zeng Zi's sense of propriety, 
Still, there is no question of allowing 
Confucian moral philosophy to be re- 
vived. The story is different with wen, 
with literature and the arts. More classi- 
cal poetry from the Shi Jing (Book of 
Songs) to the great Tang poets such as 


PHOTOS. XINHUA 


Li Bo and Du Fu have reappeared in the 
language texts and they seem to be 
taught with much more loving care than 
had been evident for the past two de- 
cades. They have not all been selected 
for poetic beauty alone. Many, such as 
Bo Juyi's Old Man Who Sells Charcoal. 
have been chosen for the poet's com- 
mon touch. Many others such as Lu 
You's On Anger were picked for the 
strong patriotic sentiments they convey. 

As for painting, calligraphy and 
music, a great deal is being done to re- 
vive some ancient skills. But the em- 
phasis is not on restoring past artistic 
values for their own sakes. Much en- 
couragement is given to master these 
arts in order to use them to represent 
modern developments. 

The major influences of literature, as 
one would expect, come from prose 
stories and the great romances of the 
past 500 years: The Three Kingdoms; 
The Journey to the West; All Men Are 
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Brothers; Dream of the Red Chamber 
and so on, which are all being reprinted 
in large editions. The prose stories play 
an important part in the high school lan- 
guage textbooks. They are interspersed 
with samples of the finest essays and 
belles-lettres of China and are selected 
partly for variety and entertainment and 
partly for the neccessary task of making 


the study of literary Chinese more palat- | 


able. 

It is difficult to estimate the impact of 
traditional writings on the young gener- 
ation in China today. There are many 
more pressing things to study and it is 
not clear that cultivating a fine prose 
Style will earn any rewards in a society 
which craves to modernise as quickly as 
possible. What*is important, however, 
is that a passive reading appreciation of 
the great literary figures of the past is 
kept alive, and that is probably all that 
the schools can hope to do. 

But there are many indirect benefits 

» the society. Many of the passages 


‘lected for study illuminate enduring 
sentiments of compassion and respect, 
love of family and country, care for na- 


'udying in traditional setting: inspired. 


ture and the environment and a sensitiv- 
ity to past values of endurance, loyalty 
to friends and the willingness to fight 
against injustice. Language texts are 
clearly not used just as technical instru- 
ments, but are chosen to embody every- 
thing China still wants to preserve from 
the past. 


he study of shi has survived better 
than wen and zhe. It shares a similar 
sid in the language textbooks at 
igh school and the great passages from 
historical writings by Sima Qian and 
Sima Guang, the Zuo Zhuan and the 
Zhanguo Ce, the two Han Histories and 
the History of the Three Kingdoms are 
regarded as highly as any literary text. 
But, in addition, history is an examina- 
tion subject on its own for most second- 
ary students. 
There are, however, two great dif- 
ferences from the study of history in the 
past. Modern history is just as impor- 
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tant as ancient history, if not more so. 
Also, all history is presented as some- 
thing always explainable in Marxist- 


Leninist terms. Nevertheless, there is a | 


broad and popular understanding that 
history is not merely theory and analysis 
but also needs flesh and blood. Earlier, 
when the emphasis was on the class 
struggle, the heroes were the leaders of 
peasant rebellions. They were the pro- 
gressives who sought to overthrow a cor- 
rupt and oppressive ruling class and 
helped to move history forward. Today 


the stress is on motivating the Chinese | 
people to modernise China and bring | 


the country the prosperity and power 
that has eluded it for more than 30 
years. The heroes are now the patriots 
who 
country. Others include scientists and 
artisan-engineers who had never been 
appreciated before but whose example 
should inspire young Chinese today to 
show their love for their .country by 
being innovative and inventive. 
Patriotism, however, still has strong 
traditional echoes. The best example of 
this was the essay topic selected for the 





national tertiary examination in 1982, 
This was the famous saying by Fan 
Zhongyan of the llth century: “To 
worry before all under Heaven begin to 
worry; to rejoice only after all under 
Heaven rejoice,” perhaps the most 
powerful axiom of the literati for nearly 
a thousand years. After the examina- 
tion, dozens of the essays were chosen 
as models for future students. In all of 
these, top marks were given to those 
which successfully adapted the spirit of 
Fan Zhongyan's words to contemporary 
examples of revolutionary heroes, sci- 
entists, workers and soldiers. 

Since 1976, wen, shi and zhe have re- 
covered some ground in education. But 
their roles are clearly subordinated to 
those of science and technology. The 
need for cultural ballast is recognised, 
but it is understood that that ballast 
must not be allowed to obstruct pro- 
gress. If it does, it too would have to be 
thoroughly modernised. o 








sacrificed themselves for their | 











Rich heritage 
faces obstacles 


By Gar Goldstein in Taipei 


Educators trying to instil 
traditional Chinese cul- 
tural and moral values in 
Taiwan's young people are 
facing an uphill fight 
against obstacles Con- 
Ø fucius and his popularisers 
never dreamed of. Rapid industrialisa- 
tion and Westernisation; the conse- 
quences of geographical separation 
from the rest of China, the wellspring of 
Chinese culture; an educational system 
that encourages rote learning over 
understanding — all combine to reduce 
the relevance of the rich heritage of a 
5.000-vear history to life in modern 
Taiwan. 

Educators carry another burden; for 
culture — in Taiwan as in China — 15 
made to serve politics. The Kuomintang 
(KMT) government likes to call Taiwan 
"the base for the restoration of Chinese 
culture." In other words, preserving 
traditional Chinese culture in modern 
Taiwan can serve as a powerful force for 
reunification of a divided nation under 
Sun Yat-sen’s Three Principles of the 
People. It is not clear, however, that pro- 
moting traditional values and knowl- 
edge of the classics as weapons against 
communism wil! enhance their appeal 
to young people not moved by the old 





| slogans. 


The Chinese identity is perhaps the 
proudest possession ol the Chinese. Its 
precise meaning is open to many in- 
terpretations, but is usually defined in 
terms of a characteristic approach to 


human relations, zuo ren de daoli. 
which draws most directly on the 
moral code first laid down by Con- 
fucius. 

The classic formulation of that 


j»hilosophy can be found in the Four 
Zooks, still required reading im 
Tarwan’s schools: the Analects of Con- 
fucius (Lunyu), the Book of Mencius 
(Meng-tze), the Great Learning (Ta 
Hsueh) and the Doctrine of the Mean 
(Chung Yung). 

Just as important to the identity ts 
the shared sense of history. the idea that 
the achievements of one's forbears does 
honour to oneself. Thus. educational 
authorities attach tremendous impor- 
tance to imparting the body of knowl- 
edge that will make children become 
fully Chinese. 

The formal process begins in the fifth 
and sixth grades with called 
Life and Ethics. It concentrates on sim- 
ply told historical stories and fables 
exemplifying the basic Confucian vir 
tues and showing a child how he fits into 
his family and the wider sogets 
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In the three- year senior high school, J 
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a course entitled Chinese Basic Con- 
cepts takes on the task of teaching cul- 
tural history in earnest: subject matter 
includes the Four Books, especially the 
Analects and Mencius; biographies of 
Confucius and Mencius; the Taoists. 
Lao-tzu and Chuang-tzu; such neo- 
Confucians as Wang Yang-ming of the 
mid-Ming dynasty; along with a basic in- 
troduction to Buddhist thought. 

Students will also get their first in- 
struction in literary Chinese, the elegant 
and concise — and difficult — form of 
written Chinese that was used by most 
writers until the early 20th century. 

A student nearing the end of high 
school thus has at least a nodding ac- 

uaintance with many of the jewels in 

the treasure house of Chinese history. 
Unfortunately, however, the rigid, 
mechanistic teaching methods used rob 
most students of a genuine appreciation 








Traditional craft: shared sense of history. 


for the material or the moral code that 
underlays much of it. 


he examination syndrome is as much 

a fact of life in Taiwan as in Japan. 
"All learning in high school is geared to- 
ward preparing for the college entrance 
examinations," said Robert Lai, an as- 
sociate professor in the foreign lan- 
guages itrment at National Taiwan 
University (NTU). 

As a result, most students look upon 
the classic literature as something to be 
attacked, they hope successfully, at test 
time. About 20% of the college en- 
trance examination's Chinese literature 
section is drawn from the Four Books 
and other major classics. 

"We hated the Four Books when I 
was in high school," said a newly 

raduated history major from NTU. 
She said that by the time they finished 
memorising the entire Analects, as re- 
quired, no one wanted to look at them 
again. 
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Education in the pre-republican era 
rewarded prodigious feats of memorisa- 
tion. Then, at least, aspiring candidates 
for office in the imperial bureaucracy 
knew their future success was depen- 
dent on their knowledge of the classics. 

But times have changed. In the mod- 
ern world, once-scorned merchants and 
tradesmen are courted by government 
and academe alike. For young people 
who want to get ahead, a good knowl- 
edge of the classics is of scant help. Bet- 
ter to concentrate on subjects that bring 
more concrete returns, such as business 
administration or computer science. 

In the space of 25 vears, Taiwan has 
become an urban, industrial society 
heavily influenced by Western, espe- 
cially American, culture. Political 
ideals, leisure-time activities — indeed. 
the concept of having free time — fash- 
ions and male-female relationships, 





have all felt the impact. The culture that 
nurtured Confucian morality, if it still 
existed by the middle of this century, 
has been changed beyond recogni- 
tion. 

Being cut off from the rest of China 
also makes it more difficult for many 
people in Taiwan to feel a part of the liv- 
ing Chinese tradition, especially. for 
those who originally came from the 
mainland, or their children. Despite the 
largg maps of China (showing pre-1949 
borders) on walls in schoolyards all over 
Taiwan, history and geography lessons 
have a certain abstract quality. “Shan- 
tung province is famous for...” 

The absence of contact with China 
affects native Taiwanese as well. The 
political rivalry between the KMT and 
the communists makes it awkward for 
the authorities here to mobilise potent 
symbols of the Chinese nation, such as 
the Great Wall or Peking's Forbidden 
City, as rallying points, for those sites 
are occupied by the enemy. Oo 
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mily comes first 
he records say he is the 77th 
eneration, d descendant 
of Confucius. It makes sense that 
Kung Teh-cheng, now 65, would 
take the long view of how well his 
ancestor's phitobopliy has adapted 
to the 20th century. 
"Society  inevi 
and this unavoi 
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peo- 

correct be- 

viour. But in terms of moral and 
social responsibilities, most peo- 
thinking remains unchanged,” 


p 
e said. 

Kung said the essential, Chinese 
to human relations is 
learned in the family and from 
there radiates to the whole of socie- 
. Although the large family, with 
ree or more generations under 
one roof, is becoming a thing of the 
past in Taiwan, many observers feel 
the family continues to reinforce 
traditional wer eoe Lore 
underpinning fa | onships. 

Filial piety, a fundamental vir- 
tue exalted ———— as the 
model for the individual's relation- 
ship with the emperor, is widely ex- 
pressed today as the grown child’s 
moral and legal responsibility to 
take care of his parents. In most 
families, the parents will live with 
one sibling, and the rest will contri- 
bute portions of their wages 
to their parents' support. 

Kung has the largely ceremonial 
position as president of the Exami- 
nation Yuan, a body equal in rank 
to the Executive Yuan (cabinet), 
though less important. It is a hold- 
over from the bureaucratic struc- 
ture of imperial times that was en- 
shrined in the modern governmen- 
tal structure in the early republican 
panoa Sun Yat-sen. 























post which 
the sage’s 










wa eaat m Teacher Day, 

cust - 
non Juin favour of riiaal Carb to 
preside over ceremonies in honour 
of the Great Teacher at the Con- 
.. fucius Temple in T , 

Kung knows that his elder sister 
still lives in the family's ancestral 
home at Qufu, S Ig province, 
but says there has been no contact 
since . His oldest son works in 

an American bank in Taipei, while 
his daughter, who is married to an 
American, lives in the US, 

— Cari Goldstein 
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WestLB is one of the major banks in 
Germany, where dedication to quality 
is almost proverbial. We offer made- 


to-measure loans, bonds and services. 


This amply illustrates our ability 
_ to provide individual solutions 
¿tailored to specific needs. Of course, 
)phisticated services depend on 






tangible assets: The vast resources 
of international banking. Plus an 
imaginative and innovative approach 
to financing. 

That, in a nutshell, is WestLB's 
simple yet universal business con- 
cept. You can bank onit wherever you 
do business. 


WestLB 


The Westdeutsche Landesbank ooo. 
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KNOWS MELBOURNE 





‘Lhe 
Giant Panda 
needs your help 
(© suryive 





NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 





survival. 
of the turn-of-the-century. Yet every modern and other problems has resulted in a unique and 
WWF has agreed to contribute US 
seems to last, the “Grand Lady of Spring Street’ | 
ment to mount a major Panda Conservation 
Come to know Melbourne like we do, the Panda reserves - Wolong Natural Reserve in 
ecologist Dr. G. Schaller, is alreadv at work in 
Jhe Windsor 
J. p It is also the symbol of WWE's worldwide 


W 7 , - bu . 
c d like you to discover our national study the problem of internal parasites — all these 
° - AM. factors and many more which threaten its 
treasure. Dine in a living legend. Feel the romance 
Recognition of the urgent need to solve thes 
" historic partnership between WWF and th 
convenience and comfort has been artfully, historic partnership between WWF and the 
discreetly incorporated. In an age where nothing contribute U 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
hasn’t got older. She’s just got better. Programme. This includes construction of a 
research and conservation centre in the largest of 
: Sichuan Province 
at The Windsor. A team from WWF, led by the distinguished 
Wolong together with top 4 hinese scientists 
under the leadership of Professor Hu Jinchu 
[he Giant Panda is an endangered animal 
MELBOURNE, AUSTRALIA | conservation efforts to save life on earth 
But WWF needs money — your money. 


Please send contributions to the WWF 
Nation TÉ rg IHTISOTELIOH M your COHHITA hire ar 
WWE International, 1196 Gland, 


e Switzerland. 


7% 


WWF WORLD WILDLIFE FUND 


| 
j 
| Tuy. 
| 
| 


@seRoL THE VERY BEST OF BOTH WORLDS 


AUSTRALIA, EGYPT, INDIA, INDONESIA, IRAQ, NEPAL, SAUDI ARABIA, SINGAPORE, SRI LANKA 
RESERVATIONS THROUGH YOUR TRAVEL AGENT OR U-TELL INTERNATIONAL (HONG KONG) 3-722-6432 












| For “bad boys” 
up in Hongkon 
1950s and the 1960s, plea- 
sure reading meant mar- 
tial-arts fiction and rock- 
and-roll news magazines. 
E In the 1980s, pop music 
news is stil as hot as ever, but martial- 

arts fiction (or wu xia) has ‘become seti- 

. Qus literature, Bad boys now read wu 
| xia cartoon sfrips, heavily dosed with 
graphic violence, and “adult” picture 


growing 





books. More wholesome entertamment | 
mostly” consists of science fiction and - 


love st 







a tren in a elatis, he lites 
style, which takes for granted a mod- 



























of traditional culture and customs. 
Although the language is full of 
classical allusions and historical 
anecdotes, it is accessible even to ^ 
the illiterate when the storwis nar- 
<| rated; This is trf, at any rate, if. IJ 
| -the audience grew y ina | Chinese. i 

| society, in which traditional operas ` 
and folk music were still alive and |. 
well; enriching the local idioms. — 
Hongkong cannot be described as 
E such a society. á 
| Hongkong has all the usual 

- problems associated with modern 
“| urban societies, but apart from” 
||. these, it has the acute problem of 
.| cultural discontinuity. The wrestl- 

_ ing match between traditional cul- . | 

tute and cete modern culture | 

n à century in | 
' ;cültural vitality 4 
‘Liberation in 

: yas enhanced by foreign 
stimuli without losing its local 
-|o identity. Hongkong, as an isolated 
.| colonial outpost of commerce, isin - 
{> a much worse bargaining position 

i with regards to culture. 

.. "Most of the better educated 
Br. elite in Hongkong were originally” 
-| mainland refugees; they were all Shang- 
«| hainese to the locals. The common 
|. political motivation of these immigrants 
was fear of the communists. 
primary concern was to eventually ex- 
port themselves and their children 
to somewhere safe from the wrath of 
"the People." Later immigrants were 
mostly Cantonese, but they had similar 
motivations. To them, Hongkong was 
a transit lounge, from where they 
hoped either. to eventually emigrate 


























Hongkong : as 


in the | 





icum of knowledge among the readers | 





Their. 


Overseas or return to their home towns | 
across the 1 border. One could ms | 


drive motivated by fear. The urge 
to leave has remained part of the 
psychology of people in Hongkong until 
the recent immigration crisis, when 
those who could not or would not leave 
had to admit to themselves that this was 
home. 

Naturally, refined culture does not 
flourish in such a climate. And culture 
which does not grow, stagnates. In a 


. fluctuating society such as Hongkong 


stagnation means obsolescence. Asa re- 
sult, traditional idioms slowly drop out 
of the language; historical anecdotes 
which used to be spread universally 
through suc Mp cimi art forms as opera 
become date Physical separation from 
the places of origin has robbed old cus- 
toms of their significance. Weakness of 
indigenous culture has another side ef- 





Wu xia illustration: anid tradition. 


fect: it has caused indigestion in absorb- 
ing foreign culture, to the extent that 
foreign influence is usually not ab- 
sorbed but swallowed whole. The com- 
mon acceptance of unnecessary English 
words and phrases in Hongkong speech 
is indicative of this. 

Chinese have always believed that 
education and customs distinguish a 
man of culture from the barbarians. 
While traditional customs slowly die of 
stagnation, the structure of education 
completes the work of cultural aliena- 
tion. On the whole the unpronounced 
drive of Ho gkong pope has: Been to 
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| gual. However, 


The curriculum is roughly the 


ze, | dents simply do not kno 








































































The colo 
ine encouraging 
the gece 


titude of i SchoBl. " 
recent decade has alarn 
Hongkong schools atte 
not. on 
level of E nglish poor, but n 
even have difficulty expres 
selves intelligently in Chin 
reason lies in the education 
Take, for example. the 

schools. x 
There are two tvpes of secon 
schools in Hongkong: English-n 
schools and Chinese-medium 


medium of instruction is suppose 
different. Almost 90% of the se 
schools are English, including. 
prestigious ones, In these sche 
three out of 15 subjects are re 
China. Two of these are ele 
Chinese history and literatus 
Chinese language is compu 
The rationale for s 
language and literature is t 
prove practical skill. One å 
have thought that this reduct 
a literary culture to its basic f 
O tional level woul d oniy n 
when teaching a complet 1 
1- tongue. And this is prec 
| point: Chinese is tat 
English- medium schools 
were a foreign language. 








Phe irony is that even in f 
English- “medium schoe 
struction still nee ak to t 
ducted in Cantonese — pe 
with English words — to n 
lessons comprehensible. 


. English, but they cani 
themselves inte ‘Hectual 
Chinese either, as all : 
jects with any intellect 
are taught in this hybrid. 
The proportion of En 
medium and  Chinese-me 
schools was about 50-50 imm 
1950s, Since the 1960s m 
schools changed to English, 
cause this made it easier te get i 
ernment subsidies. At the same tin 
pansion of foreign trade and a pap 
disposition towards internation 
ture made English education p 
Furthermore, English was rec 
enter the civil service, as well 
the better jobs in the private s 
Chinese schools, in other words; 
doomed. 

There is also a probi 
way in which the Chine: 
taught, both at primary « 
levels. Traditional C 
was criticised for its € 
learning. This was reph ac 








































































se language. Idioms, anecdotes 
1 quotations constitute an important 
irt of the standard vocabulary, and, 
hat is even more important, education 
of traditional culture has always been 
implicit in the education of language. 
Separating the two is like teaching 
someone the mechanics of driving with- 
out providing any petrol. And the two 
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ha Liang-yung occupies a large 
'suite, filled with French. Empire- 
e furniture, in the headquarters of 
ig Pao Daily. Cha, the founder and 
r of the newspaper, is better 


ung, author of martial arts novels. 
n Yung is one of the best-selling au- 
|. in contemporary Chinese letters. 
he first started to serialise his fic- 
n Hongkong daily newspapers in 
his novels have enthralled mil- 
every Chinese community out- 
mmunist China. 





east, was — a truly popular litera- 


oys, middle school students and 
ersity professors. Characters from 
ung novels have currency in every- 
ch. He is also probably the only 


e first time in simplified characters 
| publisher i in Tianjin. The first print- 
ng is half a million copies. All his other 
iovels have also been contracted by var- 
ous mainland publishers, at a minimum 
200,000 copies a title. 

¿Except among some diehard 
academics, the literary merits of martial 
arts fiction are recognised. Many highly 
esteemed scholars have even claimed 
1 Yung to be the best Chinese writer 
this century. However, the author 
mself laments that not one good mar- 
tial arts. writer has emerged in the past 
ecade. To write these novels one needs 
o have both the values and knowledge 
traditional culture, down to the last 
ails of etiquette and nuances of 
peech — an intuition denied the new 
nerations in China. 








rviving literary forms which can claim 
irect link with traditional popular lit- 
ture. Properly known as wu xia fic- 
, these novels are set in the world of 





ignores a vital aspect of the 


nto all non-mainlander Chinese as - 


n Yung’ s martial arts fiction is — 


e, read by both tycoons and of- | 


porary fiction writer who is read - 
both Chiang Ching-kuo and Deng | 
oping — after having been banned | 
hina and Taiwan for many years.- 
year he will have even more read- | 
one of his novels will be released 


artial arts fiction is one of the ie | 















E At pae 


Jin Yung: popular literature. 


the values imparted by the classics. 
Ideals of filial piety, justice, rectitude 
and so forth are part of teaching poetry 
or history. The underlying spirit of trad- 
itional Chinese education is moral edu- 
cation and a classicist is an all-round 
teacher of humanities. Today's Chinese 
literary scholar, however, is usually a 
technocrat. 


traditional China. Its protagonists are 
knight errant heroes whose courage and 
righteousness have been lauded by his- 
torians since the Warring States period 
(475-221 BC), and the first wu xia fic- 
tion can be traced to a Tang dynasty 
short story. These heroes were rebels, 
dedicated to humanitarian ideals and 
loyal to a code of justice, expecting to 
offer their lives for good causes. 

Since the Han dynasty the rebels 
have been pushed further and further: 
away from the mainstream of'society, 
and xia heroes came to ve identified 



















RINGO TANG 


with lawlessness and underworld 
socigies. Later, the xia spirit survived 
in rebel leaders and revolutionaries. 
The famous Yuan dynasty novel All 
Men Are Brothers was a celebration of 
such political outcasts. 


Mies arts fiction went through a 
big revival in the 19th century. 
Especially in the latter half of the cen- 
tury, China was in a state of bewildering 





and often traumatic change. The new 
| popularity of martial arts novels was 
| due partly to the revival of heroic-rebel 


| ideals in the late. Qing dynasty, and 


classical Chinese teacher. He ascribes to | 





The Book of Poetry, or he may know 
everything about dialect influence in 
The Story of the Stone. But it has be- 
come increasingly difficult for everf a 
university student to enter the world of 
thought which was common intellectual 
ground only two generations ago. D 


partly to a nostalgic harking back to a 
pristine world of Chinese values. In fact 
many revolutionary herees at the turn 
of the century actually lived the old 
ideal of self-sacrifice. 

Martial arts writing reached a high 
literary level in the 1930s through the 
work of many gifted writers, among 
them the famous Huan-ju-liu-ju (Mas 
ter of the House of Recovered Pearls). 
In 1949 the communists banned wu xia 
fiction, considering it reactionary and 
feudal. The final flowering of the genre 
occurred in Hongkong and Taiwan. Its 
last important writers were Liang. Yu- 
shen and Jin Yung. 


Most Oyerseas Chinese youngsters 
in the 1950s and 1960spwed their educa- 


tion of Chinese culture to martial arts 
fiction, particularly Jin Yung's work. As 
in the late 19th century, these period 
writings made vivid a fast disappearing 
world of traditional China; above all 
else it kept alive a world of values, safe 
from the corruption of a modern mer- 
cantile society. The closest equivalent 
imaginative literature in the West is 


| probably science fiction. In both genres, 


the order of the world is idealised, and 
action is rarefied by the characters’ 


superhuman abilities. But, while sci- 
ence fiction looks forward to a never- 
never land of the future, wu xia fictioi 
sets its utopia in the past. 

"Since the 19th century, China has- 





witnessed a steady corrosion of all its 
traditional values; the fall of the dynas- 
tic order, foreign occupations, and 
lastly the vehement attack on Chinese 
culture by the communists. All these 
added to the yearning for a. ordered 
world in which. China in all its tradi- 
tional glory comes to life again. 

After more than one generation's ef- 
forts in discrediting traditional values 
on the mainland, it is encouraging that 
wu xia fiction is. finally coming back 


again. Jin Yung's first novel was re- 


leased in Canton to à long queue which 
bought up the stock in a day. A Russian 
writer once said that to permit true liter- 
ature to exist in a closed country is like 


permitting laws of an alternative king- i 


dom to rule. It is difficult to guess at the 


effects of a few million Jin Yung novels. 
in China. Perhaps his work will herald a 


new unu re volution.. ei 





3 niversity- A modern special- 
ist in Chinese literature may be an ex- 
pert on the study offlora and fauna in 
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hanging relationsh ip 


: ; From Patron to Partner: The Development of US-Korean Business and Trade 
-Relations edited by Karl Moskowitz. Lexington Books. US$26.. 


. Korea and the United States: A Century of Cooperation edited n Koo Young 


b Nok, Suh Dae Suk. University of Hawaii Press. No price given. 


outh Korea’s Economic Planning 
Board (EPB), the most nd 


|. economic institution in the country, 


housed in a drab building of 1950s. un. 


tage, standingein a commanding posi- 


tion amid other government buildings. 
Next to the EPB is an identical struc- 
ture, the US Embassy. 

To an. outsider, US influence over 


|]: South Korea must appear overwhelming, 





| sises in his introduction, to go over the 
territory they have already covered is 


| ^ countries has n 


“utas these two collections of studies 
|. iow; the relationship between the two 

never been straightfor- 
ward. As South Korean economic reali- 





| ties continue to change, the complexity 
. of the relationship will continue to 
. grow. i 
As a major recipient of US and mul 

. tilateral aid in the 1960s gnd 1970s, | 
en a favourite topic |§ 
of studies in development by econ- 
: omists and other social scientists, espe- 
- cially in the US, and the many US-edu- 


South Korea has 


cated South Korean economists work- 


.ing and writing on both sides of the | 
. Pacific. 


As editor Karl Moskowitz empha- 


i not the. object of this collection, The 


- focus is rather to examine the business 
. relationship which has emerged asa re- | 
sult of South Korea's development. di 
Just as was the case with so many 

her features of South Korea's rapid if 





pment, its economic relationship 


| Pi 
F with the US has changed dramatically 


| from what it was 20 years ago. At that 
time, South Korea was heavily depen- 


|. dent on American largesse in the form 









“to its exports on the US market. 
“old habits die hard — last year the US 
absorbed 37% of exports, 
:¿ South Korea regularly records trade 
surpluses with the US, instead of the 
- overwhelming deficits of the past. Bilat- 
eral trade has 
- from USS$1 billion in 1970 to US$16. 4 
_ billion last year. 


of aid and preferential treatment given 
ome 


but now 


grown tremendously, 


The recent heightened trade friction 


between the US and Japan is areminder 
of how difficult it can be for the govern- 
ments of two countries deeply involved 


each other's economies to settle dis- 


. putes which boil over into the sphere of 
. political life. Moskowitz warns that the : 
mergence of what Americans may 


iew as‘ 





‘new Ja 





investment. for US firms 


South Korea is a prominent example. 

If trade friction with Japan grows 
and new restrictions are placed on Ja- 
panese goods, "the likelihood grows 
that these same measures will be 
applied to [South] Korea more or less 
automatically, despite the fact that the 
actual economic and trade relationships 
with the US are quite different." His 
concern is frequently echoed in the halls 
of South Korea's bureaucracies and 
business groups. 

Trade has become a source of con- 
troversy in recent years, but it is only 
one of many, such as the conditions of 








hi. 


: COMI relationship, 


in South. 
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which occurred bet 






ween the | 









tries from 1960-8( to € 
who observes: "The results ers t 
skewed as a power analyst woulc 
expected.” s | 
Any collection of studies runs the 
risk of leading the reader to exam 
many trees very closely. while only giv- 
ing a cursory, if tempting view of the 
forest. As well as leaving the reader 
thirsting for a better view of the ent 
subject, looking at trees can be repeti- 
tive, as is the case with some the con 
tributions to this book. This problem is 
even more marked in Korea dh 
United States, a collection of essays 
dominantly by South Korean and | 
rean-American scholars based on 
symposium held to celebrate the ce 
tennial of the 1882 treaty which estab 
lished relations between the twit coi 
tries. : 
This reviewer found himself reflee 
ing on Hahm Pyong Choon's intere 
conclusion to his contribution on ^ 
rean Perception of the United Stat 
that Koreans have a somewhat i 
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Korea, the operations of US banks, who 
have lent much of the US$43 billion the 
country now owes to the outside world. 


and issues surrounding the protection of 


intellectual property. 


he contributions are. a mixed bag; . 


some go overold ground, which any- 


one familiar with the literature on the. 


subject may wish to skim through, while 
others help to: pull. together recent 


events in this increasingly multifaceted 


relationship, Shedding new light on 
problems which are likely to grow 
rather than lose importance in the fu- 
ture. 

John Odell’ 8 study of trade conflicts 
shows that while Seoul's neg ors 
have undoubtedly. grown more skilful in 
recent years, it will take a great deal of 











guile to overcome t their inherent disad- 
these co ' can present a host | van : 
se countries, of which 

















| tical tendency of treating their fore 


| 
| 
| 
| 
| 
| 
la 
| 
| 
c 
at 


| writes: 
| now of Lord Palmerston’s dictum that 
| there are neither eternal friends nore 
| ernal enemies among nations: e ae : 


this book seem to be celebrating ar 


relations in very persona al terms. As 
“Many Koreans have heard by 


terests. " l 
All too often, the contribution: 


nal friendship in that time- hono: 
Confucian fashion, the 


are raised, perticalerly on “what 
editors 3 assity as SE eu). oft t 








shotter 


informa ion. 
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ze Inventories 
iow Of stockless 
ihat presents 
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ing planning and 
a ; H provides a 
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Handbook of Financial Markets 
nténded for both experienced and 
novice Investors, the "Handonok of 
nancial Markets" covers instrument 
mechanics, market regulations and 
uch more in a comprehensive yet 
idable form. Required reading for 
in elligent portfolio management. 794 
































vers current purse 
e; The sixty-five contributing 
have been involved extensive 
lating their companies! — 
ocounting: Uere doch. dea e 


Essential Management Handbooks From Dow Jones Irwin 


contributors to the. book represent a 


| professionals, and the information is 
. accurate, imnovative and practical, 





T 203. The Bankers' Handbook 


xt who uses the services of a bank. Tis 87 
chapters place the money knowledge of 











| the fingertips of bankers and 
4 businessman alike, in concise, 


businessman determine the best 


INVESTMENT 
MANAGER'S 


D mrimbtbeieci he PM ur na AABE Ed XR AEE AS oet I PI N 


198. The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 
problems of modern business 
enterprises. Includes: bac kground and 
concepts, use of information, 
organisation and control systems, 
emerging trends and much more! 1297 


pp. US§62. DO 






197. Investment Manager's Handbook 
A reference that is a single 
comprehensive guide to developing 
portlolios that will most benefit your 
chents and yourself, The 41 










blue-ribbon group of top investment 














1037 pp. US$62.00 





S 1092. The International Banking 

-Handbook 
A. one-of-a- kind sourcebook of 
today's radically new 

jnternational banking scene. H 
provides clear and complete 
presentation of the Eurocurrency 
markets, the role of the 
international banker, marketing 
international services, the future 
of international banking and 
much more. Get an insider's view 
of current issues m international 
banking and how they affect 
world business. 853 pp. 
USSSS.00 


201. The Treasurer's Handbook 
The Treasurecs Handbook will 
provide you with an almost 


can apply te both day-to-day work as 
well as lo evén more important 
function of long-term planmng. For 
those who wish to do further research 
on any particular subject. the editors 
have included a compilation of 
references which ee on the 
coverage in the book. 1210 pages. 
US$62.00 
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BEVISEN CITEIGR 


Goana ainaani 


Covers every topic of importance to the 
practising banker and the busifiessman 













204. Financial Executive's Handbook 
A compact, authoritative source of 
information on every aspect of finance. 


90 of the country's leading bankers at The 73 authors, each a leading 





field, cover areas such as management 
control, capital management, 
accounting, mergers and s de 
systems step USt asset management, 


analytical style. Easy to use to help the 


methods for improving the handli 
is m banking, rierpp. 


“this new market- place eget 





incxhaustible savrce ol ideas which you 





corporate execulive and an export in his 








. The Review Publications Division brings to the busy executive, investor, a 
money market professional a selection of invaluable business reference 
volumes. Each book is designed to give you the kind of information you neec 
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825. How to Use Interest Rate 
Futures Contracts 

This book is written for 
professional money managers to 
show how they canparticipate in 


confidence and wisdotfi, Fully 


indexed. 217 pp. USSA1.00 


1105. Guide to Investing in 
Private Companies 
A financing manual for the 
entreprencunal investor, From 
finding the right private 
company investments to 
evaluating entrepreneurs, 
negotiating and structuring the 
deal, and managing the 
investment, Arthur Lipper's 
book isa dynamic and 
authoritative guide to. making 
successful private company 
investments. 279 pp; U8$28,00 





Marketing 
Planning 


813, The Sales Manager's ‘Bool " ; 

Marketing Planning 
A complete, concise amd prac 
for ecnin- malong j 
















market en vironment in: 
operate, includes okie ni 








Required Reading For Investors And Mos 





816. Managing for Profits 
Managing for Profits offers 


management techniques that - 
"üwners and managers can use- 


increase profitability; 
inflation and achies 


fight 


g a growth 








assets, An innovative guide to: 





effective management for — ^ 
everyone itivolved in managiis 
an expanding business. 468 pre 
US$37.00 





1290. How to Write a 

Your Boss will Read ar 
Remember 

This revised edition continues 
practical approach to business 
communication, The focus is ¢ 
the “nuts and bolts" know-hos 
of writing effective reports. 22 
pp. US$15,40 i 


e: 













961. Stock Index Futures 
The first ever comprehensive 
guide to stock index futures — 
-the new investment management 
chicle created by the future 
industry in 1982 for reducing risk 
and enhancing return. This book 
xplains how to compare, select 
and price contracts and how to 
use Pd ud rage 306 
ng and arbitrage pp 
25.00 e 


in ine mor en ae 
Bankers. portfolio managers and 
corporate financial officers wil 
relate to the sections on hedging 
against interest rate risks. 
Individual investors will find 
alterngge strategies to fit both 
conservative and speculative 


objectives. 413. pp. U8$37,00 


Issues For The Senior Executive 


| Controller's 


he Controller's Handbook 

at offers thorough 
i average of the expanding position of 
“the controller in today's corporation. 

fticludes sections on the role of 
- Controllership. cost systems, financial 
analysis; financial responsibility and - 
planning. budgeting and performance 


analysis. 1251. pp. US$62.00 


424. Corporate Information 
Systems Management 


A volume that addresses the issues 


of strategic planning in the design, 
implementation. and control of 


large-scale information systems. 


Focusing on the entire information 
system lunction in a corporation, «t 
blends the management of IS 

technology with the rote of general 


manager. 274 pp. U8$24.00 


Dow Jones Irwin Reference Books 


attitudes: — “an unwrinen set of 
rules TEE Board: members 


960. Evaluating Complex 
Business Reports 
An immense volume öf research 
material circulates daily in all 
business environments. In this 
non-technical and practical 
guide, the author shows ~ 
executives how to take 
advantage of the Ren dern 


business. 


436. Munesh ‘Bank Assets And 
Lisbilities 


book that explains in detail how 
bankers can prudentiy seek to 
riasimize profits within the 
constraints imposed by liquidity 
and interest rate risk and by 
capital. adequacy. A crucially 
inportant management arca! 429 


pp. US$44.00 — 


437. The Dow Jones-IErwin Guide 
To Commodities Trading 

A valuable reference that staris 
witha general overview of the 
dpatket. and continues with 
analysis of Commodity price factors 
which determine cash price and the 
specific facts and trading systems 
that the trader will be dealing with 
457 pp, US$41.00 


1045. Managing Costs and 
Improving Cash Flow |. 

Author Frünk C, Wilson 
illustrates methods for accurate 
cost ilentifications, formulas for 
implementing effective 
management control systems. 

Án indispensable management 
tool for managers today who 
wish to reduce cost and i Sel as e 


productivity, 261 pp. Us$41.00 | 


RAW IAA ARN MUA 


Reales And pea ore tosely 
Held Companies 

The essential book for any person 
whe needs to know the valüe of a 
closely held corporation or at- 
poipoia business. Beginning 
with the fundamentals of 
valuation, The book presents both 
theoretical principles and generatly 
accepted practices. Methods are 
aise applicable to regular 
corporations, general and limited 
partnerships and sole 


10 pp USB6200 | 
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Handley in Jakarta 


ge in Indonesia's crucial oil and 
ral-gas income due to Opec- 
marketing policies in a flooded 
et threatens Jakarta’s already- 

ezed development budget, accord- 


bassy here. But Indonesia, the re- 

says, is hardly likely to break ranks 
th Opec now, and will continue to suf- 
E. for it until. the market Sanon 


The annual embassy survey, consi- 
ed by industry officials as the defini- 
eport card on the sector's perform- 
points to a decline in earnings last 
despite a strong increase in income 
 natural-gas exports. Evidence is 
ounting that Jakarta's development 
get, overwhelmingly dependent on 
l and natural-gas income, could be 
eriously threatened. While the report 
ided making projections about in- 
ome for fiscal year 1985-86 (which 
egan on | April), the implication is 
hat foreign-exchange earnings from 
ergy will drop more drastically this 
ear than last. 
“The embassy report also stresses the 
ong-term implications of the present 
market situation. Exploration activity 
n Indonesia by foreign oil companies 
| dropped for three years running, in 
in response to poor demand and 
prices: for crude. This slump in 
physical surveys, exploratory drill- 
and general P expendi- 
res threatens the ability of the country 
roduce oil in the mid-1990s, when 
vernment budgets will still be reliant 
oil money. With no sign of an upturn 
E he | near ffiture, the result could be 
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to an authoritative report by the US 
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similar to the situation in the late 1970s, 
when a fall in exploration work left the 
country unable to capitalise on rising 
crude demand in 1979-80. 

Oil and natural-gas exports generate | 
more than 70% of ee s foreign 
earnings and about 65% of tax receipts. 
The Repelita [V five- “year development 
plan (1984- 89) is based on the assump- 
tion of a 10% annual rise in oil and natu- 
ral-gas income through 1989, and the 
following plan will be only slightly less 
reliant on oil dollars. Yet last year saw 
an actual decrease in the sector's re- 
venues. Even though the country's huge | 
liquefied natural gas (LNG) exports to 
Japan increased, income for both oil 
and natural gas fell to US$7.23 billion 
from US$7.37 billion. 

Last year Bank Indonesia (the cen- 
tral bank) predicted an increase to 
about US$7.3 5 billion for the current fis- 
cal year, but that hardly seems likely 
now. Given the present trend, Jakarta 
analysts say, income from the sector 
could fall below US$7 billion for the 
first time since the late 1970s. 

This is not a new crisis for the gov- 
ernment or Pertamina (the national oil 
company): when Opec was first forced 
to roll back prices in February 1983, a 
US$5-a-barrel cut in the price of In- 
donesia s benchmark Sumatran light 
crude sent the economy reeling. Shortly 
after, the government cancelled or re- 
phased some US$20 billion in major 
development projects. Since then 
Sumatran light has taken another US$4 
beating on the spot market, selling at 
about US$25.60 a barrel, compared 
with its official price of US$29.53 
PUE last year and US$28.53 cok 


Oil igat 
fob 
(US$ million) 


Indonesia’s Opec membership is costing it dearly 


Crude strategy fails 


| 
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| duction slumped again to 915 





| Exploration 
expenditure 
(US$ million) 





































lowing a US$] cut) in February. Eco- 
in the- 


nomists say* every R dro 

crude price means a loss of US$325 mil- 
lion in potential income to the country. 
Or, from another perspective, for every 
100, 000 barrels production falls, the 


| country loses US$2.5 million a day in re-_ 


venue. 

Between June 1984 and May 1985, ex- 
ports fell 290,000 barrels per day (bpd). 
Total production in May was 1.14 mil- 
lion bpd (excluding condensate, a. by- 


product of gas production. not included : 














under Opec restrictions). Of this, ap- 
proximately 400,000 bpd are kept for 
| domestic consumption. In June, pro- 
,000 bpd, 
the lowest point in 27 months. 


he biggest buyer cutbacks have 
been in Japan, Indonesia’s top cus- 
tomer. Experiencing an overall decline 


in oil consumption as new nuclear plants | 


come on line, Japan has since late 1984 


been substituting Chinese Daqing crude 


for the far more expensive Indonesian 
oils. Jakarta's protests that Japanese 
Prime Minister Yasuhiro Nakasone had 
promised that Japan would keep In- 
donesian crudes at 15% ofthe country’s 
total imports went unheeded. Indonesia 
sent 445,000 bpd to Japan in January 
but only. 324, 000 bpd in May and less 
than 300,000 bpd in June. Some of the 
drop is seasonal, but Japanese traders 
admit that they are taking cheaper 
crudes such.as those from China. © — 


In June, Indonesia’s liftings dropped. 
more drastically. as buyers hedged their | 
bets on the outcome of the pending . 
Opec ministerial talks, scheduled for. | 
the first weeki i fum in Geneva. Storage. 
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anks. stayed f filled to the brim and In- 
és sia’s major producers, Caltex, 
¿Arco and liapco (a local subsidiary of 
Diamond Shamrock) had to cut produc- 
tion 50% and more. But the result of 
that Opec meeting, and another one 
. three weeks later, changed nothing in 
| the market. July's 20-50 US-cent price 
cut for certain crudes didenot affect 
Sumatran light at efl. The difference be- 
tween the official and spot price is still at 
US$3. As expected, the reaction of the 
market was nil. 
Issued just as the second Opec meet- 
ing in Geneva closed, the US Embassy 
© report barely restrains itself from 
< criticising Jakarta's support. for the 
| Opec formula. "Pertamina needs now 
|. more than ever an effective marketing 
i programme to offset or at least reduce 
|o the damage from falling petroleum 
| prices," it said. Yet, the report also con- 
|j cludes, Indonesia is hardly likely to 
q- abandon its support for its Saudi allies, 
ho are the m power behind the pre- 

T ec formula. 
| . The need for a new marketing stra- 
Lo tegy. though, is urgent. From late 1983 
. through the end of 1984, Pertamina was 
|. happy to overproduce its then quota of 
' 1.3 million bpd, according to statistics 
"from oil company sources. Through 

complex trading and refining agree- 

‘ments it appeared technically in line 
{with the Opec policy. Pertamina 
> worked out deals through independent 
-traders whereby its crudes were deliver- 
ed to traders at official prices then re- 








| sold by traders at market prices for a | 


| Toss. The traders, though, would sell to 
| -Pertamina refined products and Saudi 


















monopoly imports to the tune of about 
bpd) well above market prices, 
1 HD recovering their losses and even 
on vum a tidy profit. | 

. Until Opec called a halt, these 
hemes allowed Pertamina to appear 
as fits were within the cartel's quota and 
The arrangement al- 





* Arabian light crude (which the state oil | 
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tegy. mid- 984 - — ander Opec pres- 
sure — Pertamina switched tactics, but 
not the underlying strategy, traders say. 
The company restricted its trading to 
subsidiaries (it has several joint-venture 
and wholly owned crude-marketing 
companies) where it could shift profits 
and losses around on paper and claim it 
had halted the crosstrading. 

But this tactic was only buying 
time, for the market was eroding fast. 
China's. Daging crude. was a steady 
US$2 below. Sumatran light and the 
Japanese were importing progressively 
and more of it. Opec undertook quota 
reductions in October 1984, cutting In- 
donesian production back, officially to 
1.189 million bpd. Actual. production, 
industry sources say, only fell to that 
level in. January. In December and 
January spot prices for Sumatran light 
were running up to US$2 below the offi- 
cial price. 

With past strategy failing rapidly, in 
March Pertamina tried a new tack. Ít in- 
troduced Sumatran medium, only 
barely heavier than Sumatran light and 
very much like the Daqing crude. The 
new grade permitted Pertamina to set 
the price much nearer the spot price and 
not re-price its other crudes, which re- 
ceived an official, but ineffective, US$! 
cut in February. However, Sumatran 
medium failed to move as well. “At that 
time Japanese buyers were being of- 
fered Sumatran light on the spot market 
at a cheaper price than the official 
Sumatran medium price,” recalls a Ja- 
panese trader. “So no one wants the 
medium. Daging was still cheaper.” 

The gulf [eed the spot market 
and official prices continued to widen. 
In the past few: months; sources say. 
trading subsidiaries have been agitating 
to get out of the crosstrading system. 
Crosstrading is less and less useful, too, 
as Indonesia's new refinery units are de- 
bugged and the country nears self-suffi- 
ciency in refining. Sources add that Per- 
tamina plans to end imports of Arabian 
light in: October, ostensibly replacing 
the imports with domestic crudes. 

Traders are not the only ones who 
are unhappy. The foreign oil companies 
complain that they cannot sell their oil 
at official prices, and yet their Indone- 
sian tax liabilities are calculated on 
those prices. They say Pertamina’s mar- 
keting difficulties forces them to cut 
back on the portion of crude they sell for 
themselves under Indonesia’s produc- 
tion-sharing contracts. The Opec meet- 
ing, in failing to address the market 
challenge, again leaves Indonesia with- 
out a creative, market-responsive stra- 
tegy which would allow it to Maximise 
income potential. “Nonetheless,” as the 
US. Embassy report sums up the In- 
donesian dilemma, "Opec quotas and 
cing policies remain an. integral part 

ent'soilstrategy." p 




















| operating expenditures. 





















Manila is very selective. - 
over fiscal spending 









By Jose Galang in Manila 


he government of Phil lippi ; 
dent Ferdinand Marcos will n 
tied down with housckee ge 
than development in 1986. The gov 
ment has presented to the leas! 
Batasang Pambansa a budget y 
of P92.9 billion (US$5 billion) fo 
fiscal year beginning 1 January 
The bulk of the proposed alle 
will go to debt-servicing and curt 






















































Nonetheless, with the elections 
local-government officials set for 
1986, the budget allocates for pt 
works projects new funds of P2.3 
lion, on top of the 3.5 billion al 
set by law for this purpose. Along 
national-government assistance to lc 
ed pb (set at PIDO bili 
1986), public-works funds have 
e Hush qu of vote- 




























country ae to es e 
more people are adversely affe 
economic recession, defence g ge 
creased outlay of P11.2 billion. 
The proposed 1986 budget 
sents a nominal increase of 25 
the current year's total appropria 
of P74.1 billion. In real terms, : 
ever, the increase is estimated to be 
below 1095. The 1985 budget w 
nally proposed at P67.3 billie 
opposition members of parliamer 
ceeded in instituting a cut to FS 
lion. However, by mid-1984 (afte 
peso was devalued against the US 
lar) the inflation rate shot up Way di 
the 20% estimated originally by go! 
ment technocrats, nece pida : 








ds add government ie 

The “upbeat” tone of Mare 
budget also is in contrast to the incer 
ng concern among VR age en 

















national pro uct "s fogs. In 1984 É N 
jit a 5. 370 IT in raal te rms; 


ing nate fall of up to 3" ey th 
The "bd stu S Ni ational | E i 


i ouncel a decline of 3 E 
the first three months of tl 

Despite the g po slo 
economy, the government 
revenues — from taxes a 
— in 1986 of some £80.7 
































































the commitmen s recently extended 
the country's foreign bank creditors 
sist the Philippines’ economic re- 





tion was delayed by Marcos for a 
eek, until the release of the bank cred- 
tors’ telex signifying their agreement to 
jyrovide new credits totalling US$925 
million to the country. 

< The government projects a 1986 
budget deficit of 26.9 billion, which will 
be equivalent to 0.9% of the year's esti- 
mated GNP of P768.7 billion. Asa ratio 
of GNP, the deficit has significantly 
gone down, from 4,3% in 1982 — as a 
€sult of strict conditions imposed by 
he IMF for the continued grant of cred- 
t$ to the country. The recovery. pro- 
amme now being implemented is sup- 
ted by an IMF standby facility of 615 
on special drawing rights 
5635 million). 


ncing for the 1986 de- 
t will come mainly from 
wings which are expected 
lower than the current | 
s. P10.5 bilion. The 

. drawings from the local 
"market is also in line. 
he current aus il pro- 





conomie services will e 
6 billion of the 1986 E. 
priations, with P3.8 billion 
hat allocated for various ag- 
tural programmes. Agri- 
re became the main pillar 
the country's development. 
emes last year, following 
financial crisis that seri- 
ly hit various sectors as 
ult of the serious shortage i 
foreign exchange late in 
3. The thrust in favour of 
iculture was adopted by 
nila economic planners in consul- 
on with the World Bank (which 
ovided a loan of US$150. million 
O facilitate the programme) in 1984 
fter noting that agriculture was the 
ector in the economy which can be 
yoosted with the least cost. Besides, 
ome. 70% of the country's population 
ill depend on agriculture for their 
ivelihood. 
_ For social services, on. the other 
and, outlays are set at 218.1 billion, of 
hich P11.6 billion will be for educa- 
on and manpower-development pro- 
mmes. The government is moving to 
grade the quality of education in the 
ntry, following debates in the past 
months on reported poor training 
| attitudes among. students. Also, 
achers in public schools expect to play 
E role in next year s elections, as in 







































very programme. The budget presen- - 


Economic services 


Agriculture, fishery and agrarian reform 
Natural resources 

Trade and industry 

Tourism 
Power and energy i 

Water resources and flood control 
Transport and communications 


Social services 

Education, culture and manpower 
deve nt 

Health and population control 


Social secutity, labour and brpa 
Housing 
Other 


Defence 


General services. 

Public order and safety 
Research and training 
international development aid 





continued stress e 


in the country - — estimated at about 





jxdoyment rate 


15%. nationwide and 25% in urban 
centres — they also contribute a sub- 
stantial portion of the country's foreign- 
exchange revenues annually. 

The budget proposal, which the as- 
sembly started debating at committee 
level on 30 July, also contains a new 
item among the various purposes for 
which funds are allocated. The draft sets 
aside some P 20.5 billion for “multi-sec- 
toral outlays," which has not been listed 
in previous budget presentations. 
Again, this amount is being interpreted 
by analysts as a mechanism to help Mar- 
cos’ ruling Kilusang Bagong Lipunan 
party preserve its mandate in the 1986 
local elections. 

Among the various government 
bodies, the bulk of allocations will go to 


15.56 


B n 


70 General public services 


Multi-sectoral outlays 


f Debt ser 
Note: Subheading categories are rounded. © 


REVIEW DIAGRAM by Andy Tang 
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the Ministry of Defence (P8.2 billion), 
Ministry of Education, Culture and 
Sports (P8.7 billion), Ministry of 
Health (23.39 billion) and Ministry of 
Public Works and Highways (22.8 bil- 
lion). The Ministry of Human Settle- 
ments, whose activities cover such areas 
as housing, grain trading and major 


livelihood programmes, gets an entitle- . 


ment of P450 million. 
@orporate equity investments, 
which in previous. years involved huge 


amounts that enabled the government 


to set up a large number of corpora- 
tions, are pegged at P 1.8 billion, asigni- 
ficant decline from the current year’s 


P2.4 billion, and from P9 billion in. 


1982. This is in pursuance of an earlier 


_IMF suggestion to Manila to sell out its 


stake in many areas which not only 
diverted funds otherwise made avail- 
able to the private sector but. also 





. demoralised entrepreneurs in the coun- | 
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the Economic News, called “the: myth | x 






















nuclear ac ident. "sus fears 


By Carl Goldstein in Taipei 


A turbine generator fire at Taiwan's 
newest nuclear-power station has 
thrown:another obstacle in the way of 
further development of the country’s 
ambitious nucléar-energy.. program- 
me. : us 
The shutdown of one Of the two reac- 
tors at the Hengchun nuclear-power sta- 
tion on the southern tip of Taiwan fol- 
lowing the 7 July fire will not substan- 
tially affect overall energy production. 
But the public outcry over the accident — 
the first major one ever reported bo. 
Taiwan Power Co. (Taipower), wis 
make it more difficult to push ahead 
with the construction of à fourth nuclear 
power station at Yenliao, a tiny fish- 
ing village in northeastern Taiwan 
(REVIEW, 10 Jan.). 
| 
| 
| 
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In early May, Premier gu Kuo-hwa 
had annouaced the indefinite postpone- 
ment of the US$4. Million, two 1-gW- 
class reactor project. This was the sec- 
ond time the ill-starred plan had been 
put off: in 1982, the government had de- 
layed the proj ject, primarily in response 
toa recession- -induced drop in demand 
for electrical power. 

-The Hengchun station is one of three 
nuclear-power stations operating - 
land-wide, each with two reactor diis. 
Taiwan ranks among the top three na- 
tions in the world (with France and Bel- 
gium) in reliance on nuclear energy for 
power generation. In the first five 
months of 1985, which covers the 
period just before the No. 2 reactor; 
Hengchun began commercial operatio.. 
(the accident involved the No. | unit), 

59% of Taiwan's electrical- TOYS out- 
put was nuclear-generated. 

The government's latest move came 
in response to growing public opposi- 
tion to-the rapid pace of nuclear-energy 
development. Increasingly vocal anti- 
nuclear voices in academia and in the 
Legislative Yuan, which must approve 
funds for the state-owned Taipower, 
have attacked the utility's plans on 
safety, ecological and ^ economic 
grounds. i 

The critics’ arguments up to now had 
been weakened in the public eye by 
Taipower's good safety record. The fire 
in a turbine generator. at. Hengchun 
punctures what one. local publication,, 
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of infallibility”. that the - hty 
had used to. promote its development 
plans. E E 
Preliminary investigation has S 
t broken turbine blades ru 









th 





+ said there F no n to the d 


r itself, which is housed in a 
nearby. structure, and no re lease | of 


Most. embarrassing for: Taipower, 


s len was only covered by a limited 


insurance potiey worth up to NT$1.1 bil- 
lion (US$27.5 million). In the wake of 
. the accident, the company had to admit 
that the main policy, which would Bae 
provided NT$20 billion in coverage, r 
] mained uncompleted 14 months after 
the first reactor unit began commercial 
operation. Taipower said officially that 
the cost of replacing the generator 
would be NT$2.6 billion, but a report 
from ‘Taiwan's official Central News 
Agency quoted high company sources 
as saying the total cost could run as high 
as NEMPE billion and that the reactor 
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a ing “a Development 
 (CEPD) envisage an annual 6% in- 
crease in average energy demand (6.3% 
for peak demand) through the year 
2000. fuelled by average growth in gross 
national product during the same period 
of 6.7% annually... ° 

"fo meet these anticipated needs, the 
-company plans to bring installed capa- 
city up to 23.86 gW by 1997; which 
would: include building not. only the 
fourth nuclear station, but also adding 
two more. I-gW reactors at the 
"Hengchun station. ` ae o 

The main question is whether 
Taiwan can maintain such a high rate of 
economic growth in the present (and fu- 
ture) international economic environ- 
ment. Although the island averaged an 
extraordinary 8.8% annual growth of 
INP from 1952 to 1984 — among the 
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d-out turbine generator: vocal anti-nuclear voices. 


,u may have'to remain shut down for 
sup toa year 

Calls for Taipower chairman L. K. 
X Chen's resignation were heard in the 


< Legislative Yuan, and economic minis- 


ster Lee Ta-hai said any costs would 
have to be borne by the utility, rather 
than being made up by the legisla- 


ope ture. 


s 
"he fact that shutting down a 951- 
“mW reactor will not affect Taiwan's 
ape overall power supply is a reflection of 
jc the current overcapacity in the system. 

^L The total installed capacity (in May 
| 1985) of 14.42 gW represents a reserve 
“capacity of about 37% over 1985's pro- 
-jected peak load of 9.04 gW, compared 
“to the 20-25% normally considered an 

adequate cushion. 
_ Part of the controversy over 
 Taiwan's nuclear-energy programme 
ems from doubts that long-term 
! will grow as s rapidly as 


| 
| 
| 
| 
| 
| 
| 
| 
P 
| 
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highest in the world — the inexorable 
rise of protectionism in major markets, 
changes in the international division of 
labour and  deep-seated structural 
problems at home could combine to 
make the forecast an overly optimistic 
One, 

One sign that the government was 
hedging its bets on the planned fourth 
nuclear-power station even before the 
recent accident was the CEPD's 1%June 
announcement of plans to build a four- 
unit, 2.2-gW coal-fired power plant in 

faichung, in central Taiwan. The 
J$$3.06 billion project is scheduled for 
completion by 1992, two years before 
the nuclear station at Yenliao would 
have been finished. Originally, the 
Taichung thermal project. had been 
planned for. two-stage. development. 
The first two units were to go into 
operation in 1990-91, but the final two 


would. not have been completed until 
1995-96. E 


deluxe apartments within walking di 
to city centre and — financial 


advance booking for fu i 
available flats is welco 


property agents: E 
GARDEN MANAGEMENT LT 
Tel no. 5249311 HONG KON 
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eign banks in Japan have had 
ther bad year. According to 
ing analysts, foreign banks' return 
assets, which has shown an almost 
trupted downward trend since 
|. cannot go much lower. As a re- 
some foreign banks may soon pull 





fiort to survive. Underwriting, and 
nd and equity. dealings appear to 
er the most hope to foreign banks to 
rofits. 
In fiscal 1984 (ended 31 March 
3). the 76 foreign banks in Japan re- 
rded a 30.4% drop in combined re- 
rring profits while their net profits 
sedived by 48.2%, according to 
nistry of Finance (MoF) figures. 
me 26 of the banks incurred losses. 
eir spreads (the difference between 
* cost of funds and lending rates) 
k to within a range of 0.125-0.375 
‘a percentage point, compared with 
75-0.5 of a percentage point in 1983, 
ccording to figures issued by the Bank 
f Japan (the central bank). Foreign 
anks' share of total loans in Japan fell 
m 3.6% to 2.795 
In terms of foreign-currency lending 
o Japan, an area the Japanese Govern- 
ment has liberalised at the expense of 
foreign banks, Japanese banks appear 
w to be highly competitive. And be- 
use of their privileged access to long- 
term funds, Japanese banks' yen-lend- 
ing terms are virtually unbeatable. Al- 
ough spreads obtained by Japanese 
anks (city, regional, long-term credit 
trust) also are shrinking, reflecting 
iniversal worsening of the loan mar- 
t, their combined loans in 1984 rose 
4.7% against a decline of 1.2% for 
ign banks. 














ty in De foreign banks engage. 
rding te C. Tait Ratcliffe, an au- 
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f the unprofitable loan business in. 


ed out," he said. 


. 
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| president of the Tokyo-based Interna- 


tional Business Information Ine., other 
activities, such as foreign-exchange 
trading and underwriting, are turning a 
profit. Ratcliffe says, however, that in 
most cases securities underwriting does 
not offset the losses. | 

Only the largest banks are able to 


conduct this business — banks which. 


in order to get around the Japanese 
securities law prohibiting underwriting 


by commercial banks, operate à mer- 


chant-bank subsidiary overseas and a 
representative office in Japan. “There 
is a need for foreign banks to think 
more strategically on where they 
should be devoting their resources, 
and also take a very careful look 
at why they are here." said Rat- 
cliffe. 

Foreign banks which are able to find 
a niche in capital flows in and out of 
Japan, in the form of Japanese bond and 
equity sales to foreign investors, and the 
reverse, are likely to stay the course. 
One banking institution, American Ex- 
press, has decided to withdraw from 
commercial banking (in this case, 
mainly consumer credit) in Japan in 
favour of the launch by its owner, 
Shearson Lehman, into the securities 
business. MoF regulations do not per- 
mit the sole owner of a commercial bank 
and*a securities company to operate 
both businesses in Japan. 


iven the dismal prospects in lending, 

A Ratcliffe believes American Ex- 
press’ move could start a trend. “One 
large US regional bank told us they 
were generating enough business re- 
lated to securities — that is, the clearing 
function — that given their rather small 
size, they were well off enough. I think 
that there is a distinct possibility that 
some banks in effect have already pull- 





cess to long-term money, while Japan-. 
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In the short-to-medium term, the 
prospects for foreign banks of carving 
out a slice of the securities business are 
generally seen as good, but compla- 
cency may be unwise. It is possible that 
an early foreign lead could be eroded as 
Japanese banks, driven by the same dul 
lending demand that is hurting the for- 
eigners, strengthen their international 
operations. Both Japanese banks and 
securities companies... operate sub- 
sidiaries in the Euromarket, and are 


eset a a N a a s 
— > Aa rr rar A at ARARA rri dri AMA 





said to be becoming stronger. by the 


day. | 
Some fereign bankers say the de- 
mand for respectabl&oans i inJapanhas | 
simply stopped. Since 1980 it has been a 
borrowers market, and, at present, | 
about 80% of all outstanding loanscarry 
neither guarantees nor collateral. Cash- | 
rich Japanese companies are drawing | 
for manufacturing investment purposes 
from their own cash flows or, in a grow- | 
ing number of cases, playing money 
markets at home and abroad on their 
own initiative. | 
Foreign banks, TEN have | 
tended to be drawn into high-risk 
financing of Japanese sarakin (con- 
sumer loan sharks), mostly at the intro- | 
duction of Japanese banks which do m 
want the MoF to see that type of loan o.. 
their books. But, recently, even the vol- | 
ume of these loans has fallen off because | 
at least two of the biggest loan sharks | 
have all but beached. | 
Some foreign banks hold out the | 
hope that Japan’s financial and capital- 
market liberalisation may go.far enough 
to make long-term funds as accessible as | 
they already are to Japanese banks. | 
However, the beneficiaries of, what | 
liberalisation has occurred to date have | 
been Japanese banks. And mostforeign | 
banks appear to take the view that the | 
deregulation is geared to maintaining | 
their disadvantageous position relative 
to Japanese banks. 
Foreign banks have virtually no ac- 










ese city banks, though ostensibly en- 
gaged in short-term. lending, can.take - 
deposits of up to two years. Long-term | 
credit banks and. trust banks can issue 
certificates of deposit (CDs) for 
five years, 

















































































ty yon Billa and t CDs which i 
s can source for funds is limited to 
months. Foreign bankers say unless 
hat period can be extended to two or 
hree years as it is in the Euromarket, 
ey will not be able to compete. They 





“nomination of yen CDs lowered from 
‘the current 3300 million (US$1.3 mil- 
lion) to around * 50 million. 

Although the maturity of Euroyen 
CDs recently was extended to one year, 
bankers expect the MoF to wait for 
three to fqur years before further 
lengthening the maturity. Other than 
that, there is the prospect of the crea- 
tion of an offshore yen market which 
would also reduce the cost of funds for 
foreign banks. | ü 





E "Tokyo prepares fora 


cheap bond issue 


"he decision Éy Japan’s major long- 
^ 1 term credit banks to lower their 

long-term prime lending rate from 7.5% 
‘to 7.2% will not immediately result in 
| stepped-up lending to banks or corpora- 
| tions, Japanese banking sources say, 
though it could stir up more foreign gov- 
ernment and corporate interest in rais- 





e . ing yen funds in Japan. 


The main reason for the rate reduc- 
tion is that the Japanese Government 


E _ this year will begin issuing around ¥1 
E trillion (US$4.2 billion) in bonds to 
raise public money and also to refinance 


bond issues made in 1975 which are due 
mature later in the year. A lower 
term prime rate will result in a 
lower ond rate, making government is- 
"sues less costly. 

Although the Bank of Japan (the 
central bank) officially stopped setting 
the long-term prime rate in 1977, hand- 
ing over the responsibility to the major 
long-term credit and trust banks, the re- 
cent decision appeared to have been the 
- result of forceful political considera- 
"tions. City and long-term credit banks, 
‘which will be obliged to absorb the new 
‘government issues, are likely to incur 
huge capital losses now that the govern- 





= | ment appears to have succeeded in lay- 
..| ing the groundwork for a below-market 


bond rate. Foreign banks are unlikely to 
_ be affected, given their minute share of 
^ sales of these bonds. | 
^ Neither foreign nor Japanese bank- 
ers believe the cut in the prime rate was 
intended to weaken the | yen against the 
| Us dollar, but agree | fhat i is one proba- 
it of the reduci 






“would also like to see the minimum de- 
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.| Sailing close to the wind 


A saga of Australian entrepreneurship 


By Hamish McDonald in Sydney 


he fact that Australian investor and 
yachting sponsor Alan Bond is cur- 
rently able to launch à takeover bid of 
A$1.1 billion (US$791.4 million) for 
Castlemaine Tooheys (CT) brewery — 
a company five times the size of Bond 
Corp., in terms of market capitalisation 
— shows the leeway he has built up 
through adroit financial tacks since a 
near-capsize a decade ago. 
It also shows many disturbed busi- 
ness observers that big rewards and 
bank credit in Australia are not going so 
much to entrepreneurs who create new 
economic activity, as to sharemarket 
players who seize and divide up existing 
corporate wealth. 
Just before Bond announced his first 
offer for the brewery, chairman of the 
National Companies and Securities 
-Commission (NCSC) Henry Bosch said 

in a pointed address in Sydney; “Some 
| of those who instigate or take a frequent 
role in the takeover process have been 
| elevated to folk heroes. The acceptance 
has been far too uncritical." 

The chief market regulator went on: 
| “Success in the field of manipulating the 
‘Stockmarket and the takeover rules, 

success as a paper entrepreneur, is no 
uarantee of the ability to run anything. 
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e process of making capital gains | 
through the stockmarket is not the same | 


as the process of generating real 
wealth." 
Bond would no doubt dispute that 
this refers to him. In a recent glossy 
—] brochure put out by the listed Bond 
Corp. Holdings — of which Bond owns 
54.6% through a private company call- 
ed Dallhold [Investments — the claim is 
made that its "spectacular growth has 
not E ppened by accident. It is the re- 
| sult of far-sighted strategic planning 
| | combined with personal effort.” 
Many others would disagree that 
Bond has become admired as a sort of 
‘corporate Ned Kelly through his take- 
over coups or even the winning of the 
America’s Cup by his yacht Australia II 
in 1983. Rather, it was his dogged re- 
fusal to admit defeat in his early finan- 
_| cial crises and his first three unsuccess- 
ful challenges for the yachting prize. 
But it must be said that opportunism 
has been more Bond's hallmark than 
— | consistent strategy. “Alan Bond has a 
—] vague plan he is working to, but things 
‘just happen along the way," said one 
—] merchant banker. “As well as his own 
ople looking out for opportunities, he 
3 E. 30 to 40 merchant bankers phoning 
—] him with deals every fortnight, plus peo- 
ple with partsef a deal coming to him all 
| the time." 
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Bond Corp. has admitted that chas- 
ing market turns is bread and butter, not 
jam. Replying to an NCSC query this 
March about capital profits included in 
Its operating profit, Bond Corp. manag- 
ing director Peter Beckwith replied: “A 
significant part of the group's ofigoing 
administrative structure is devoted to 
pursuing profits which do not have their 
origins in the industrial activities of the 
group." 

Bond typically looks for a company 
with assets undervalued or overlooked 
by the market, and tries to pay by instal- 
ments. He then looks to sell assets at a 
premium when the market has woken 
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Bond: refusal to admit defeat. 


up to their value, and before the bulk of 
his debt is due. Ideally, the assets he re- 
tains are purchases at little or no net 
COSI. 


H is hunt for a bargain has got Bond 
into investments that are variously 
brilliant (especially oil), not so promis- 
ing (TV) and downright losers A osa 
ing). While diversification takes him 
into sound prospects like car dealer- 
ships, as with his 50% part in the launch- 
ing of South Korea's Hyundai cars in 
Australia this year, he has sometimes 
gone for sheer adventure, as with his in- 
vestment of more than £7 million 
(US$9.8 million) in Britain’s Airships 
Industries, which is trying to establish a 
new generation of blimps. 

Bond's open-mindedness led him to 





Ba 5. - - © ~ 3 + -= 


CALE T. -— Soda 


s w^ Mu "d 
71 A om im ww 7 "Tum = 3 247 aor * m - Eu 


a ee 1 


his successful gamble on yacht designer 
Ben Lexcen's famous winged keel — 
which helped bring Australia success in 
the 1983 America's Cup. It also led him 
to spend A$350,000 some years ago on a 
fabulous 419-oz gold “nugget” called 
the “Yellow Rose of Texas." It trans- 
pired that two sharp operators from the 
Kalgoorie goldfields had fabricated the 
thing from bullion bought at the Pergh 
Mint. 

Few of Australia’s present crop of ty- 
coons can have started out with as few 
advantages as Bond. Born in England 
on 21 April 1938, he spent his childhood 
in Ealing near London. His father had 
suffered bad injuries on war service and 
emigrated on medical advice to the hot 
dry climate of Perth, Wéstern Austra- 
lia, in 1951. Bond left school a year later 
at 14 and began an apprenticeship in 
painting and sign-writing, studying ac- 
countancy at night. 

At 17, Bond married Eileen Hughes, 
l6, daughter of a well-known Perth 
wool broker, a marriage that survives 
and has produced four children. Along 
with a steady home background, Bond 
also gained advice and some loans in his 
early days from his father-in-law. 

At first Bond travelled the state on 
contract, painting railway stations and 
governmentebuildings. Then he painted 
some For Sale signs f&& an estate agent. 
Passing by three months later, he 
noticed all had Sold stickers across 
them. Bond took the hint, borrowed 
A$200,000 to buy and subdivide some 
hillside land in Perth, and made his first 
property killing within two months. 

Through the 1950s and 1960s, Bond 
moved on to bigger and bigger land 
deals. He specialised in taking land 
deemed worthless, then funding home 
buyers for it. The culmination of this in 
the early 1970s was purchase of 8,000 ha 
of sandy scrub on the coast 55 km north 
of Perth, which Bond renamed Yan- 
chep Sun City. He learned how to lever 
himself into purchases, with small down 
payments and options, helped of course 
by the seemingly endless rise in land 
prices of the era. 

Bond also collected around him the 
team who runs Bond Corp. today, in- 
cluding managing director Beckwith, 
who used to hang wallpaper for Bond, 
and directors Peter Mitchell and Tony 
Oates. 

By around 1973 Bond was getting 
worried that the land boom was about to 
collapse. He managed to sell a half 
share in Yanchep to the Japanese retail- 
based combine Tokyu Corp. for A$5 
million. But still with about A$80 mil- 
lion in debts and net assets of only A$1 
million, Bond tried to buy his way out of 
trouble, looking for acquisitions that 
could take over his businesses or pro- 
vide a strong cash flow. His main thrust 
was to buy (on a A$19.6 million defer- 
red payment) a 40% shareholding in the 
iron-ore producer Robe River from the 
liquidator of the failed Minsec group. 
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with h oat Southern Cross, while his 
business collapsed behind him. Big 
property groups were crashing, and 
Robe River — which used oil to make 
_iron-ore pellets — was slammed by the 
first oil shock. On one occasion, Bond 
had to break away from the yacht races 
off, Newport to meet grim- -faced cred- 
itors in Sydney and raise additional cash 
for the yacht challenge from a Perth syn- 
dicate. | 
The crunch came in February 1975 
when Bond was due to pay the Minsec 
liquidator A$2.2 million, with other 
debts not far behind. Around this time 
Bond was booked by traffic police for 
having bald tyfes on his Rolls-Royce. 
As the deadline approached, Bond's 
fate hung in the balance hour-by-hour 
as banks and finance companies hesi- 
tated over whether to defer payment 
dates or send Bond into bankruptcy. In 
e end, they decided to give him a few 
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more months, as much to avoid wider 
market tremors as to save their A$100 


million loans to Bond. 
Through 1975 Bond pulled his 


irons out of the fire. He sold residential 
land in Perth and Melbourne to state 
government authorities. Amazingly, 
Tokyu Corp. bought him out of Yan- 
chep Sun City for A$7.1 million (an 
investment Tokyu executives now 
speak of, with hissed intakes of breath 
as being for the long term). And in Feb- 
ruary 1976, Burns Philp bought Bond's 
,Robe River shares, giving him a A$6 
million profit. 

Bond emerged from trouble with 
characteristic bounce, launching an- 
other America’s Cup challenge in 1977 
and looking for new acquisitions. He 
bought into the troubled gold miner and 










South Australia, 





with the AS2.5 million payment stagger- 
ed over 42 months, and began his now 
familiar pattern of asset disposal to raise 
cash. 

In August the same year he bought 
from Britain’s Burmah Oil its interests 
in the Cooper Basin oil and gas field in 
including Burmah's 
37.5% stake in Santos — now one of 
Australia's most profitable producers. 
The A$36 million was on time payment, 
with ASII million due immediately, 
A$5 million in May 1979 and A$20 mil- 
lion in November 1979. Bond financed 
half by share issues, and the rest by 
loans. But by the time the bulk of the 
payment was due, Bond's credit rating 

was rebounding as the market sharply 
upvalued the Santos stake. Bond stretch- 
ed that credit to the limit in a new cam- 
paign of acquisitions. 


eeking to get further into resources 

Bond went for New South Wales 
steaming-coal producer White Indus- 
tries, sparking a massive defence bat- 
tle involving minority shareholder Mit- 


subishi Corp. Bond retired with a profit. 


of some A$35 million, and went off to 
buy two other collieries instead. En- 
lisied as a defender by the family owners 
of the Waltons retail chain in 1981. 
Bond ended up with a controlling in- 
terest in what was renamed Waltons 
Bond. 

In 1981 he pushed Endeavour Re- 
sources into a successful takeover of 
Northern Mining, holder of a 5% equity 
in the Argyle diamond deposit in West- 
ern Australia’s | Kimberley region, 
shortly to become the world’s biggest 
single diamond mine. The cost was 
high, however, at A$30 million, for a 
producer four years from production. 
At the end of 1981 Bond launched a full 
takeover for the remaining 80% of the 
Swan Brewery Co. not under his con- 
trol. 

Many of Bond's manoeuvres were fi- 


-nanced by Wardley Australia, the local 


merchant-bank subsidiary of the Hong- 
kong and Shanghai Banking Corp. 
(HSBC), including the A$130 million 
line of credit for the Swan takeover 
It also introduced a certain Carrian 
Investments to Bond Corp: Carrian 
took a 14.9% shareholding in Waltons 
Bond, and a 50% share in a project to 
edevelop Waltons' main store site op- 
posite Sydney Town Hall. 

By early 1982, the HSBC group's ex- 
posure to Bond, over A$200 million out 
of his A$300 million debt, was causing 
alarm and controversy within the bank. 
Bond's acquisitions had pushed up his 
gearing again, and interest rates were 
rising. Senior executives flew out to 
consult Bond in February that year, and 
suggested he reduce his borrowings by 
about A$200 million by mid-year. 

It was Bond's second great crisis, 
though by no means as desperate as the 
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selling most of it othe 
fe insurance office f. 









it of A$153 million. .—— 

But for earfier intervention by the 
uth Australian state government — 
vhich had put a 15% ceiling on indi- 

















required Bond to reduce his holding 
from 37.5% to 14.7% — the gain would 
have been more than A$500 million. As 
it was, Bond comfortably met the 
"Wardley deadline and slashed his debt 
by two-thirds. 
— Soon after, in July 1982, then chief 
executive of Wardley Australia Michael 
Bato resigned quietly, Now heading 
nother merchant bank in Sydney, Bato 
efuses to discuss the events of that 
ne, saying they were “too sensitive.’ 
rrent Wardley Australia head Neil 
acLachlan would not discuss deal- 
gs with Bond without the client's go- 
— which apparently did. not 
rialise. — 
is clear from its role in the CT | 
ver bid and other recent acquisi- 
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secured against the assets bought | f 


r — Australian brewer Cas- 
lemaine Tooheys (CT) has been un- 























^country's most inviting takeover 
; with its sheer size the only ob- 
acle for the corporate marauders who 
next to resources and media barons 
eem to be an Australian phenome- 


Basedi in Ouleensian’ and New South 
ales, CT provides steady if unspec- 
cular growth on sales of more than 
A$1 billion (US$720 million) a year of 
its Fourex and Tooheys beers, equiva- 
lent to about 32% of the national beer 
market and surpassed only by the 4896 
market share of Melbourne- based 
arlton and United Brewery (CUB). 
Net profit rose 10.796 to A$62 million in 
the year-ended 31 July 1984 and could 
reach A$76 million in the year just 
nded on the basis of a 23% jump in the | 
st half to A$41.75 million. 

What is even more attractive these 
days is the sizable cash flow (profit be- 
ire tax and depreciation) of A$136 mil- 
on in 1984 and probably A$150 million - 
| 1985, which would become available 
for money-market play on a successful 
bid for 100% of d and CT s PN 








ias a (capital gains) t: tax ree Se capital | 


idual shareholdings in Santos and thus 





mfortably staked out for all to see as 
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The Santos sale marked’ a new 
éhreshold for Bond, and when Australia 
IT took the America's Cup slightly more 
than a year later, more doors were 
opened. After the reception for the vic- 
tors at the White House, Swan became 
the first Australian company to sell un- 
secured debentures, US$135 million 
worth, in the US after registering a pros- 
pectus with the US Securities and Ex- 
change Commission. 

Both the paper issue and the easy 
availability of finance for acquisitions 
give rise to many jibes about “junk 


financing.” 
Bon used the Swan borrowing for 
new acquisitions and capital injec- 
tions into the ailing Waltons Bond. The 
expensive diamond investment was sold 
off to the West Australian govern- 
ment for A$42 million in October 1983, 
another instance of the state helping 


a favourite son. A year later hé bought: 
| Australian Occidental for A$60 million, 


immediately recouping much. of that 
by cde minor assets and adding 


its 32.5% share of the good WA-192-P. 


oil lease to Bond Corp.’ s 3096 in the 
field. 


liabilities and A$460 million of share- i 


holders’ funds. 


With its shareholders’ register di- - | 
vided among numerous small investors 
and size increasingly no problem to cor- 


porate raiders (viz. Robert E 
Court's tilt at the Broken Hill Proprie- 
tary Co., or BHP), CT's only defence 
against a predator who might get in and 
mess up this pristine balance-sheet was 
to find a friendly suitor who would not 
go too far and (or) increase borrowings. 

A foreign partner met the first re- 
quirement, given foreign-investment 
controls, so the British brewing and 
soft-drinks house Allied-Lyons was 
drawn in, building up what is now a 

24.9% stake. A A$300 million bid for 
thee household-products firm Nicholas 
Kiwi last year would have gone some 
way towards the second line of defence, 
but $vas not pushed resolutely and failed. 

As surely as the bleating of the goat 
excites the tiger, these manoeuvres 
have drawn more attention to CT's ex- 
posure and it has long been a subject of 
conjecture which of the well- known 
raiders would move. 

The first rustlings in the under- 
growth came in June with a lift in the CT 
| Share price from’ around A$5.10 to- 
wards A$6.: But the attack was scarcely 









| rels a day. 


soon yields some 28.200 bar 
Low production cost and 
exemption from new federal oil taxes 
promise profits estimated at about A$50 
million a year from 1987. 

The Swan Brewery is the real money 
generator so far. Swan had alreadg in- 
vested in new plant when Bond took 
over, and was on the brink of launching 
its innovative "Special Light" beer. The 
Special Light is credited with lifting 
Swan sales 1.7% in 1983-84 against a 
2.7% fall in national beer sales. 

While Swan produces a steady cash 
flow (A$32 million in, 1983-84) some 
other Bond investments of the new 
post-Santos era look less promising. 
Early in 1984, Bond Corp. paid A$49.5 
million for 100% of Swan Television, 
operators of one of two commercial sta- 
tions in Perth (alongside one nation ' 
station) and claiming 54% of the city 
TV advertising. In December 1984, he 
went on to pay A$65 million for a simi- . 
lar station in. Bris , Queensland : 
Television... 

This was'a record price for the indis | 
try, but paid at a time when the “licence 
to print money” Dm about TV not. 
longer loBks-so true. Advertising re-- 










| venues have. fallen' hi all around Aus-. 


; concealed: the use Sf two sharebrokers | 


known ‘for their connections to Alan. 
Bond gave it away. After some half- 
hearted. dissembling, Bond emerged on. 
19 July with a A$7.10.a share bid for 


50% of Castlemaine. 


One inhibition disappeared the same 
day when the Trade Practices Commis- 
sion announced it would take no action 
on the bid while in its formative stages, 


-and that it was a matter of “fine judg- 
ment" 


whether a merger of CT ara- 
Bond’s Swan Brewery would cc 
travene antitrust rules. This has be 
taken as a green light by the market, 
though intriguingly a similar reply a 
year ago deterred CT from bidding for: 
Swan. 


t Castlemaine head office, manag- 
ing director Lloyd Zampatti said the 
Bond. offer was “totally inadequate” 
while in London the chairman and chief 
executive of Allied-Lyons, Sir Derrick 
Holden-Brown said: "Both. the bid and 
Mr Bond are unwelcome.” | 
. Including A$150 million spent in im- 


mediate ón-market buying at up to 


A$7.74 a share that quickly built up his 
holding to more than 18?5, Bond was up 
for an A$537 million” Outlay at the 
A$7.10 ^ a-share © price. But many 
analysts agreed this was too low, espe- 
cially compared to the levels set inre- | 
cent years when all the other major. 
brewers fell to fa rs aed the m 
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third licence in Perth. 

Bond has formed a strategic link with 
Kerry Packer's Nine Network in Sydney 
and Melbourne, and is investing in 
satellite ground stations to move 
quickly into greater networking of pro- 
grammes. The TV link has also intro- 
duced him to Brisbane just in time for 
the CT takeover. However, his playing 
of Queensland state politics has not 
been so deft: his first choice of a local 
deputy chairman fell from political 
grace not long after. Neither seems 
likely to return more than about A$4 
million a year for some time. 

Property remains a favoured field, 
and Bond has several large projects 
under way or close to commencement, 
either through Bond Corp. or through 
associates Waltons Bond and Austmark 
International. These include’ an office 
tower with the Rural and Industries 


. Rank of Western Australia in central 


rth; an office-hotel complex in Bun- 
vury; a residential-hotel-convention 
complex called Observation City over- 
looking the Indian Ocean in a Perth sub- 
urb; a New South Wales coastal resort, 
and the Waltons Bond site in Sydney. 
As with many current Australian 
property developments, Bond is tap- 
ping Japanese funding. Wieh the Wal- 
tons Bond site, af AS 300 million syndi- 
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Australia Il: Bond's broad reach. 
Adelaide Steamship Co. , Cascade to Ron 
Brierley's Industrial Equity and Swan to 
Bond himself. Estimates of a "true" 
value go as high as A$11.55 a share. 
Not all were convinced that Bond 
were firmly set on pushing through his 
bid, despite his statement that he is “in 
there long term." Bond dropped out of 
three earlier bids this year — for prop- 
erty giant Hooker Corp.; biscuit-maker 
Arnotts, and industrial-based Wormald 
International — when the “greenmail” 
price was right. Nor does his record 
show him wedded to particular stocks or 
industries. 
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tralia and authorities are weighing a | 


Ee ^ "LEV CUM re 
cate has been put together under the 
Bank of Tokyo's loca 


merchant bank 
BOT Australia, and construction will be 
managed by the Kumagai-Gumi group. 
Even so, the developments come to- 
wards the end of the latest commercial- 
property boom. Perth is already glut- 
ted, and the Sydney building is just out 
of the prime office area. 


ike many Perth businessmen, Bond 

will be counting on the America's 
Cup defence in the southern summer of 
1986-87 to bring a sharp boost to the 
city's economy, and with a dozen or so 
boats competing it will probably do. 
With his own beer, his own TV station, 
and property for sale Bond will cer- 
tainly seek a commercial spin-off from 
the A$16 million he is likely to invest in 
two new 12-m yachts. 


Bond's weak point is his retailing | 


group. Where Bond Corp. declared an 
A$9.3 million net profit in 1983-84 on 
historical accounting, this turned to an 
A$14 million loss when losses of A$17.6 
million by 42%-owned Waltons Bond 
and A$11.8 million by their jointly 
owned Norman Ross discount chain 
were equity accounted. 

With property plans set back by the 
collapse of the Carrian group in Hong- 
kong, and many analysts wondering 
whether Waltons Bond had a firm place 


As the takeover battle began, three 
alternative outcomes seemed possible: 
Bond could succeed in gaining half of 
CT; he could retire taking what profit he 
coul&, or — if Allied-Lyons looked at all 
willing to sell — he could move to a mas- 
sive billion-dollar-plus takeover bid. 

In Brisbane on other business on 23 
July, Bond called on CT's Zampatti, 
who ironically enough had been Swan 
Brewery's chief when Bond took it 
over. Zampatti has denied that he gave 
Bond any inkling that a takeover would 
be acceptable on the right terms. How- 
ever, Zampatti's public statements had 
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in the retail market at all, Bond at- | 


tempted to break out by a A$268 million 
takeover bid for the Grace Bros de- 
partment store group. The bid failed, 
and in the process Bond had picked up 
the Norman Ross business for A$22 mil- 
lion. 

Trading out of theehole seemed the 
only option. Bond recruited a noted 
turnaround man in retailing, Eric 
Greenhalgh, and set him to work. For- 
merly with Britain's Peter Jones chain 
and Sydney's David Jones. Gre 
has set Waltons Bond firmly back in the 
middle of the road. 

In the first half of 1984-85, Waltons 
Bond cut its losses to A$2 million, while 
Norman Ross fell behind with an A $9.3 
million loss. After the previous "year of 
real pain to get off the merry-go- 
round," Greenhalgh said Waltons Bond 
was starting to show some promise, 
which could be fulfilled in the coming 
year. Greenhalgh dismisses those who 
claim the stores have no room in the 
market. "Those who are charged with 
commenting on our affairs — bankers, 
journalists, stockbrokers — are not our 
natural customers," he said. 

Bond probably wishes he could get 
out, but Waltons Bond seems to be his 
big chance to prove that he can create 
real wealth from within, rather than by 
sharemarket cleverness. ü 


been coolly realistic about the possibil- 
ity, attacking not so much the idea of a 
takeover as the price and the partial na- 
ture of Bond's 19 July offer. 

After exchanges closed on 25 July 
with Castlemaine shares priced at 
A$7.60, Bond Corp. announced a new 
offer, for 100% of the brewer at A$7.50 
a share. At that price, Bond would face 
a payout of nearly A$1.1 billion, surpass- 
ing the previous record of A$972 million 
set in Elders’ CUB takeover 


ond is thought to have about A$200 

million in cash from in-house re- 
sources for the bid. At the time of his 
partial offer, he let it be known that the 
rest was available from a consortium of 
the Hongkong and Shanghai Banking 
Corp., the Standard Chartered Bank 
and the State Bank of New South 
Wales. Following the full bid, Bond 
Corp. said these lenders had been 
joined by the Bank of Tokyo's local 
merchant bank, BOT Australia. 

Bond Corp. has nowhere near the re- 
sources to support an extra A$900 mil- 
lion in borrowings itself. With its latest 
balance-sheet (30 June 1984) showing 
assets of A$712 million against 
liabilities of A$474 million and share- 
holders’ funds of A$238 million, Bond 
Corp. is highly geared, though recently 
Bond has been working to improve this, 
chiefly through an A$52.5 million rights 
issue and asset sales. 

Even with the partial bid, it was 
widely assumed that Bond would im- 
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million in thé comi gy ir, enough at 
current interest rates to support about 
A$1.1 billion in borrowings. Its bal- 
 ance-sheet is widely thought clean 
enough to take on an extra A$800 mil- 
lion debt from the purchase of such 
. Bond assets as Swan Brewery. 


ssive. and untaxed: capital profit end 
lucing its own gearing, Bond would 
ectively transfer most of the CT pur- 
ise on to the beoks of CT itself. 
Bond would be left with a net pur- 
1ase cost of perhaps A$150 million and 
alf of Swan Brewery. On the other 
hand, he would lose the Swan cash flow 
— without gaining access to that of CT 
— but would come close to covering his 
-added interest burden from CT di- 
. vidends. And CT's balance-sheet would 
leave room for further debt — perhaps 
another A$400 million — from future 
Sharemarket raids by Bond. 

_ At is this enormous borrowing capa- 
ity that probably pushed Bond to make 
his full bid, along with the friendly 
meeting with Zampatti. If it succeeds, 
Bond could either use the brewer's cash 
to service his borrowings or carry 

































B theory, this gives Bond leeway to 
take his bid beyond A$9 a share. Cru- 
cial to the success, of course, will be the 
attitude of Allied-Lyons which already 

















on its CT investment. The British group 
did not immediately respond to the new 
bid, though Zampatti again condemned 
it as "nowhere near adequate" and de- 
nied suggestions. he. had given any kind 
of blessing to Bond — though he said a 
full bid was preferable to a partial offer. 
The most puzzling. aspect of Bond’s 



























ressed. commodity | prices a the 
rnment's increasingly severe aus- 
ty programme, the Thai economy is 
ected to slow down further. The 
nk of Thailand (BoT, the central 
ik} has revised its estimate of this 
r's gross domestic product growth to 
from 5.5%, and the Bangkok Bank 
orecasting a 4.5% growth rate. 
Cautioning ; that economic hard times 
¿not over, BoT deputy governor 
iovalit Thanachanant. singled out 
struction, condominium sales, pro- 
tion of consumer durables and basic 
sumption items as among the worst- 

t sectors. Wholesale and retail trade 
ive also fared poorly. Car sales drop- 
d by about 20% in the first half. A 
ubstantial reduction is also reported 
for motorcycles, trucks and electrical 
ippliances. Owing to steep excise-tax | 
increases which were part of the April 
fax package (REVIEW, 18 Apr.), there 
were massive decreases in beer and h- 
quor sales. 

«A composite investment index, com- 
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Construction areas 





year. ago. 
Bangkok (and three. surrounding, pro- 
vinces) also declined 14.1% and 2.1% 
‘respectively over the same period. 
Meanwhile, cement sales rose only 
1.4% to 3.5 million tonnes — a substan- 








responding period in 1984. - 





from Baht 112.8 billion in April to Baht 
112.7 billion in May, while loans for 
construction also declined marginally to 
Baht, 42.9 billion over the same period. 
Liquidity in the banking system re- 
mained high in the face of slackened 
loan demand. Against a Baht 6 Ufilion 
increase in deposits, aggregate bank 
lending declined for the second con- 
secutive month in May, by Baht 2 


jled in-house by the BoT, showed a 
rop from the recent peak of nearly 130 
early 1984 to the lowest point of 85 in 
ay. The index is comprised of such 
iponents as construction areas in 
angkok, capital-goods imports, ce- 
ent sales, start-ups by Boar of Invest- 
ent-promoted projects and non-ag- 
Itural commercial banks' credit. 
Sales at 25 large department stores in 
Bangkok dropped 0.6% to Baht 1.4 bil- 
1 (US$524,4 million) in the first five 
€ same penge a] 








to-lending ratio from 97% in April to 
95.5%. Aside from stagnant loan. de- 
mand, an important. factor behind the 









mated Baht 5 b on.in. lower-cost 


hs compared tot 





has a paper profit of A$150 million or so | 





Bangkok and property transactions in | 


tially lower growth compared to the cor-.- 


Bank credit. for industry dropped | 


bil- 
lion. This further reduced the deposits- | 


! shrinkin domestic. lending i is the esti- | 


foreign funds brou ht i into. the country. 










| 50 o and 75% equity 


, Bond Corp. could 
be forced to sell Swan to: 


| inance his bor- 
rowings while remaining highly geared 
itself. It would lose Swan's cash flow 
without opening that of CT. It would 
| take a vote of 75% of shareholders to in- 
voke a provision of the Companies 
Code. allowing financial assistance to 
+ help an individual or organisation ac- 
| quire shares in the company. Analyst 
| John Murray at Jacksons, a stockbrok- 
| 











ing firm often used by Bond Corp., dis- 
counted these fears. “The days are long 
gone when Bond would jump in and 
work out how to pay fot it six months 
later," he said. "It would nothave made 
the offer without knowing that Allied- 
Lyons would sell at a certain price, or that 
someone else would buy him out. Bond 
will either make a fortune or [at least] a 


lot. of money.’ _ ~~ Hamish McDonalt 


in May by large corporate Bor ens 

Most analysts agree that the root 
cause of the current gloomy 
state of affairs lies in the 
cumulative impact of depress- 
ed farm incomes, which de- 
flated the purchasing power 
of farmers, who comprise 


lation. Export prices of rice 
— the most important crop 
and export item — have con- 
secutively declined from the 
last peak of around US$500 a 
` tonne in mid-1981 to slightly 
yF = more than US$200 now. Dur- 
ing the first five months of the year, the 
Bangkok wholesale prices of rubber 
maize and tapioca — all among the eigh - 
| traditional aay export items — drop- 
ped by 8.5%, 0.5% and 25% respec: 
tively. 
The impact has been compounded 
D the shock tre atment ef a vidas au- 
measures, om 






















xo 









belt- rele vi Is. ‘Hesded to restore sta- 
bility. Inflation this year, earlier pro- 
jected at 6%, has now been revised to 
only 4% and the Baht 27.4 billion trade 
deficit in the first five months is down 
11.3% from the same period.a year ago. 
But many private economists believe | 
that the austerity drive istoo abrupt and ` 
excessively severe, arguing that. the 
same. a bane, o ud : E ud 
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more than, 70% of the popu- . 
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The most 
moniea DUSIness 
minds in Asia read The Far 
Eastern Economic Review 
In fact a very convincing 947 
of our readers are in upper OF 
middle management positions 
or the professions 
The average Review reade! 
makes almost US$53,000 a year 
Nearly 62% of them own stocks 
or bonds, over 86% run savings 
accounts, and 73% own real 
estare 
Anda increaloly ine Tom 
investment of The average 
Review household adas ul 
just short of USS300,000 
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account with 
Foa- : The Review 
ENSA DENONA Bann iso wher 


| we talk, MONE’ 


y "9 5. 





“ere 





All figures are hom The Far Eastern Economic Review Subscribers Stucty 
For further information on odvertisers. see our Advertiiement Composite 


name around the mond pe 
At Nissan, the Datsun tradition 
alive and well and better 


d | d 


3 





IC for computerized cars. 





COME TO HONG KONG ... COME TO SHERATON 





Where East Meets West in Perfect Harmony Hong Kong the pea ! of the O i 
i 20r e rienr, 


is indeed one of the world's 

most exciting destinations 

At the Sheraton Hong Kong Hotel, 
you will find the luxury, mystery and 
enchantment of Asia with all the 
amenities and comforts of the West. 
Newly renovated and glistening. 


the Sheraton awaits you ... " 
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WELCOME TO SHERATON HOTELS 
IN ASIA, AUSTRALIA & NEW ZEALAND. 
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SHERATON HOTELS, INNS & RESORTS WORLDWIDE 
20 NATHAN ROAD, KOWLOON, HONG KONG 3-691111 


For reservations contact your nearest Sheraton The hospitality peopie of ITT 





Business Travels With 
The Review 


When it comes to reaching Asia's frequent busi- 
ness travellers, the Far Eastern Economic Review 
offers you the most mileage. 

At present most of the world’s leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising medium. 
Why? The answer is simply because the Review 
reaches the highest audience coneentration of 
heavy frequent independent business travellers of 
any regional publication in Asia today. And does it 
more cost-efficiently. 

If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by Interna- 
tional Travel Research Institute. The facts speak for 
themselves. You'll see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin. 
Far Eastern Economic Review, 
G.P.O. Box 160. 
Hong Kong. 
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The choice of authority 








Jd lately of turning the Thai capital market 
| ;intoa vehicle to generate equity — both 





| «thé country’s heavy reliance on foreign 
| borrowings. The virtue of this strategy, 
| -espoused by the outgoing Securities Ex- 
;€hange of Thailand (SET) president 


|< senior monetary: policymakers such as 
| central bank deputy governor Chaovalit 
|. Thanachanant, can hardly be disputed. 
^. Obsessed by the need to maintain a 
stable external balance, the government 


“| gramme, including rigid control on ex- 
‘jo ternal. debt (which now stands at about 
I; US$12 




























| rojects, 


is a logical solution. 

. Conditions seem ripe for a push in 
“+ that direction. Notwithstanding the 
} current economic slowdown, the 
Bangkok stockmarket has been per- 
.| forming fairly well. Confidence gener- 
-| -ally is restored, with the crash of 1979 
^| (sparked by the collapse of Raja Fi- 
“| nance) a thing of the past. After bot- 
^| toming out early in 1982, when daily 
.] turnover often hovered around Baht 1 
| million (US$37,500), trading has surged 


-|. months. Total market capitalisation 


„the current Baht 52 billion. . 





| mig that is lacking at present. 





t the top: someone who could 
Toget 10 ng uickly. On the eve of 
* der: departure, effective 1 September, 
“p :Siriluck told Shroff she would like to see 
_ |. the finance minister as head of the SET 

| board. Lacklustre support from the 








| powers that be at the Finance Ministry . 


..|;, and central bank are among the frustra- 
t: tions behind her decision to resign. 
|. Siriluck says existing law — which 
a - specifically prohibits any politician 
|. (such*as a minister) being appointed to 
.j the SET board — poses a major set- 
_|. back. The law, apparently aimed at pre- 
|. venting: political interference, provides 
for an eight-man board, half comprising 
brokers, the other half appointed by the 
-| government. Of the four government 
| appointees, one must be a civil servant: 
^in this case Manas Leeviraphan, direc- 
tot. of the Finance Ministry's fiscal-po- 
Hcy office. (The SET Act was amended 


















of stocks and permit public share 


: offerings - by | listed companies. But 








e T HERE has been a i great deal a talk 


| ..Aocal and. foreign — as a means to. lessen - 
| ter alone will not help much. Early this 


Siriluck Ratanakorn. and supported by - 


has introduced a severe austerity pro- 


.5 billion). Given the demand for | 
-resources to finance develop-. | 
| particularly industrial | 
- ventures on the eastern seacoast, equity | 





-| to a peak of Baht 80 million in recent - 
nearly doubled from the end of 1982 to ff 
|. But turning the market into a true Jj 
ui .equity-mobilisation vehicle will require: B. t 

“consistent government effort — some- - 


One way might be to put a man with 
|. political clout and administrative 


year to 142.08 on 26 July. 


a late last year to establish the fungibility | 


the board's composition remains un- 
changed.) 

But without serious market-opening 
measures, the appointment of a minis- 


year, the SET submitted a comprehen- 
sive proposal to the Finance: ener 
calling for, among other things, tax 
exemption for interest income on de- 
bentures, dividends and capital gains 
(for institutiónal investors). These mea- 
sures are aimed at attracting both addi- 
tional listed companies and investors in 
the short run. So far, there has been no 
response. 

è THE recently announced birth ofthe 
Bangkok Fund (REVIEW, 25 July) has 
focused market attention on foreign in- 
vestment as another growth locomo- 


tive. A surge in foreign investment since 


the third quarter of 1984 has been a 
clear plus factor. The Baht 909 million 
worth of trading generated by foreign 
investors (mostly in purchases) during 
the first half of this year accounted for 
approximately 5% of total turnover. 
Under normal circumstances, the 
sluggish Cono" would have reflected 


"BANGKOK SHUF FFLE. 
E ; Based on. Book Club Index 





REVIEW GHAPH by Frank Tam 


negatively on the stockmarket. But 
thanks in large part to the foreign funds, 
the Book Club Index gained more than 
10 points, from 127.43 at the start of this 


Foreign investment is welcomed by 
most brokers. Since this is also endorsed 
by the SET board, the same drive 
should continue even after Siriluck 
leaves the scene. Against this back- 
ground, ca recent statement by In- 
dustrial. Finance. Corp. of Thailand 
(IFCT) president Sukri Kaochagern, 
calling for new regulations to prevent 
manipulation and management partici- 
pation or takeover by foreign investors, 
was greeted with surprise. 

It was not clear whether Sukri was 
speaking in connection with the protest 
from. F ongkong-based fund managers 
over IFCT's latest rights issue (REVIEW, 
18 July) or whether he was genuinely 
concerned: Over fhe broader apies 
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Targeted to be ready by October, 


exists, the uppermost con 


(for both deposit and loan ra 
 Shroff believes that the 
-liey pursued by the cent 
‘| galls for banks to ad 









and foreign investors — are already | 
vided for under the, amended EH 
Meanwhile, the exchange late last. 
started to formulate a takeover x 

































































would ensure that the public is i 
throughout various stages of a tà 
bid and that the interest of small share 
holders is not undermined, Ss 

Given generally low price/earnings 
ratios, high dividend yields. and pros- 
pects for longer-term capit al Bains, 
foreign interest in the Tha: mar 
bound to expand. The real que 
however. is how much more fc 
funds. Bangkok can accommodate. 

Now that the Bangkok Fundt 
cial ly become p Trst, it iS 


X 


templated by two to three other: 
iW be. de layed. This may be al 
usec Some local : 
pertaps, justifiably, that a: 
Such. fun AS à may inflate eei E 





mant. “one p E a favourit 
foreign funds managers. Prices fu 
some 60% from Baht 381 last J 
about Baht 630 now. 

Since demand from foreig 


how to increase supp 
ingly. On the surface, : 
listed stocks and four local mut 
appear fairly broad-based. f 
only à dozen ¢ can be des Tibet 





listings this year “bat given f 
economic slowdown, offi 
would be content with eigh 
only two have listed — Fore: 
land and Siam Food.) The : 
TREE is unlikely to accelerate 
all or part of the proposed marke 
ing measures are adopted. 
è AFTER months of hi 
banks have finally agreed 
cut interest rates further 
reduction in eight weeks — to spu 
sluggish economy. Starting 2 A 
bank loans for priority sectors, $ 
farm-commodity trade and ex 
were to come down from 
15,596 and the rate for generalt 
from 18. 595 to 17.5%. The perce 
point lending-rate reduction was fO l 
accompanied by a larger L.5-point c 
for fixed deposits. E 
In this interest-rates tussie 
1 July), the central bank 
cised for refusing to use its 
power to lower the mandate 
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cordance with marke 
and should be upheld. 
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EEC building: proposing a senior 






Nae 


Textiles importers want a 
continuation of the MFA- 


welve months before the expiry 

of the Multi-Fibre Arrangement 
(MFA), members of the General 
Agreement on Tariffs and Trade Tex- 
tiles Committee met in Geneva on 
23 July for the first of a series of statut- 
ory sessions which will lead either to the 
extension of the MFA, to its abrogation 
or its amendment. The US joined the 
EEC, Japan and Britain in calling for a 
continuation of the” MFA without 
specifying whether it would follow the 
liberal terms outlined by the EEC. 

As a major derogation of Gatt rules, 
the MFA was set up in 1974, providing 
importing countries with a temporary 
breathing space by putting a brake « 
low-cost imports from developing cou.. 
tries. According to the latest figures 
available (1983), the MFA covers 
US$15 billion-worth of textiles and 
clothing exports from developing coun- 
tries to industrialised markets out of 
total sales of US$37 billion in textiles 
and clothing to industrialised countries. 
The global textiles tsade of the 42 MFA 
signatories amounts to US$92 billion a 
year, excluding trade within the EEC. 

The discussions about the future of 
the MFA are taking place in particularly 
critical circumstances, when import re- 
Straints have become more restrictive 
and the textiles trade is moving further 
away from liberalisation (the ultimate 


objective of the MFA). The spokesman. 


for India, T. K. Bagchi, said that the 
MFA has increasingly become an in- 
strument of protection in the Hands of 
importing countries and the’ way in 
which it is applied has undermined its 
credibility. The Jenkins Bill, pending 
the US Congress, which aims at brin, 
ing about an unprecedented level of 
protectionism, is only the most recent 
example of rising protectionist attitudes 
in many industrialised countries. Thé 
bill, which has the support of half of 
both the congress and the senate, is far 
from being effectively passed (REVIEW, 
18 July). 


letter (to Sen. Pete Wilson) of 19 
June, signed, among others, by Sec- 
retary of State George Shultz and the then 
special Trade Representative William 
Brock, points out the heavy cost of such 
protectionist legislation to consumers 
and taxpayers (estimated at US$2 bil- 
lion), and at the expense of the effi- 
ciency of the domestic industry... . 
With 80% of all imports to the US of 
low-cost textiles supplies under quota, 
says the letter, the import growth of the 
past two years has been halted and the 
textiles and garments imports to the US 
have decreased by 4.4% in the first five 
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months of this year, as compared to the 
same period of 1984. If these statements 
are a welcome indication that President 
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Ronald Reagan might veto the Jenkins 
Bill should it be passed, it might also 
open the way to a deal between the tex- 
tiles caucus and the administration for 
the withdrawal of the bill. 

Speaking on behalf of the develop- 
ing-countries exporters group, Sun 
Jourf Yung, minister of the South Ko- 
rean Embassy in Brussels, wondered 
whether the industrialised countries’ 
claim for continued special treatment is 
justifiable in the light of the recent im- 
provement of their domestic textiles in- 
dustries. According to Hongkong's Di- 
rector of Trade, Hamish MacLeod, 
Statistics show that employment in both 
the textiles and garments sector went up 
in the US (albeit marginally) in 1984 
over 1983, and so did the value of the 
US textiles and garments shipments in 
real terms, The American textiles lob- 
"+S, however, prefer to stress the fact 


Brock: heavy cost of protectionism. “°°” 





- it hundreds of thousands of jobs have 
ən lost and plants closed down over 
the years when textiles imports from de- 
veloping countries to the US went up 
from US$6.2 billion (1980) to US$8.9 
billion (1983). Over the same period, the 
US share of developing countries’ tex- 
tiles and garments exports increased from 
31% to 42%, as Ambassador Charles 
Carlisle, the American chief textiles 
negotiator designate, pointed out in his 

speech to the Textiles Committee. 
The*informal group of developing 
textiles exporters is in favour of a 
gradual phasing-out of the MFA rather 
than an immediate free-for-all which 
might harm small developing exporters. 
Consultations from now to the next reg- 
ular meeting of the Textiles Committee 
December will allow importers and 

= exporters to define their positions. 
The vote on the Jenkins Bill in the 
US Congress after the August recess 
will be a first indication of the US ad- 
ministration’s leeway in the negotia- 
tions. — Therese Obrecht 
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Developing countries look to intra-trading 


By Mohan Ram in New Delhi 


A ministerial conference of 71 deve- 
loping countries held in New Delhi 
on 25-26 July gave a political push to ef- 
forts towards a Global System of Trade 
Preferences (GSTP) among the par- 
ticipating nations. They see such a sys- 
tem as an instrument of South-South 
cooperation which would eventually 
strengthen their position in the wider 
bargaining within the Generalised Sys- 
tem of Preferences between the North 
and the South. 

The conference set a firm timetable 
for completing the first round of negoti- 
ations and identified two lines of ap- 
proach. The idea of granting tariff pre- 
ferences in trade among developing 
countries was considered for the first 
time at the third non-aligned summit at 
Lusaka in 1970. A series of meetings at 
the various international forums that 
followed prepared the ground for action 
at Arusha in February 1979 and sub- 
sequently through the Ministerial De- 
claration of the Group of 77 (now com- 
prising more than 120 countries) in New 
York in October 1982. 

The New York meeting decided on 
negotiations for a GSTP system aimed 
not at replacing but at reinforcing pre- 
sent and future sub-regional, regional 
and inter-regional economic groupings 
of developing countries. All raw and 
processed products, manufactures and 
commodities were to be covered in the 
negotiations. 

The declaration said the first phase 
of negotiations should include a limited 
number of components such as tariff 
concessions, non-tariff barriers, and 
"para-tariff" barriers, direct trade mea- 
sures, including long-term contracts, 
rules of origin and safeguards. 

The New Delhi conference decided 
that the first round of negotiations 
should begin before 1 May 1986 and be 
completed within a year. To enable this 
to happen, a framework agreement in- 
corporating the ground rules is to be 
completed before October 1985. The 
ministers provided guidelines for the 
ground rules which relate particularly to 
safeguards, extension of negotiated 
concessions, rules of origin and speçial 
treatment. The negotiating plan is to be 
drawn up by 28 February 1986. The pe 
paratosy phase for the setting up of the 
GSTP is to end with approval by the 
governments of a framework agreement. 

A negotiating committee made up of 
the countries which attended the meet- 
ing and others willing to join has been 
asked to ensure that the timetable is 
met. A large number of Group-77 
member countries have signified their 
willingness to participate in the GSTP 
negotiations. 





In addition to the tjaditional pro- 
duct-by-product approach, the nego- 
tiating committee has been asked to 
consider two other approaches: 

» One is an across-the-board tariff re- 
duction through a preference margin of 
up to 10%. In addition, it will also con- 
sider the removal or reduction of non- 
tariff and para-tariff barriers — includ- 
ing an undertaking by participatin 

countries not to raise new non-tariff 
barriers, or intensify the existing ob- 
stacles on products where tariff con- 
cessions have been negotiated (ex- 
cept in accordance with agreed proce- 
dures). 

» The second is a sector-by-sector ap- 
proach. Sectors were chosen with re- 
gard to total tariff, non-tariff and para- 
tariff barriers. In addition, sectors of 
significant socio-economic importance 
to participating countries (such as pro- 
cessed tropical products, non-textile 
handicrafts, textile and farm products) 
will receive special attention. 


he meeting also agreed that product 

consultations should be organised 
to promote trade and development 
through a greater degree of processing, 
distribution and marketing among de- 
veloping countries. 

The meeting reviewed the interna- 
tional trade environment and while 
avoiding sharp criticism of the de- 
veloped countries, said the malfunc- 
tioning of the world economy has had 
grave consequences for the developing 
countries. It has led to serious deterio- 
ration in developing nations’ terms of 
trade, a decline in the flow of financial 
resources and an escalation in their debt 
burden. But the ministers said these 
problems could be tackled only through 
structural changes. The ministers ex- 
pressed concern over the increasing re- 
sort to bilateralism and sectoral ar- 
rangement. 

Developed countries have inereas- 
ingly used anti-dumping measures and 
countervailing duties against the de- 
veloping countries — seriously affecting 
their export prospects, the meeting 
said. The importance of the expansion 
of trade of developing countries also has 
not been appreciated. They absorbed 
more than 30% of all exports from de- 
veloped countries, but their ability to 
maintain this level of imports depends 
on their own development and export 
growth, the ministers noted. Thev call- 
ed upon developed countries to give à 
renewed thrust to international econo- 
mic cooperation and to demonstrate po- 
litical will for a lasting solution to the 
trade and development problems of the 
South. o 
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About face, about time 


Singapore says its economic plans need an overhaul 


By V. G. Kulkarni in Singapore 


mq Singapore Government has be- 
latedly admitted that the mounting 
cost of doing business in the island re- 
public is a major problem for the econ- 
omy. High wages and rentals and other 
indirect levies were the principal plank 
of the official economic-restructuring 
policy initiated in 1979 to boost produc- 
tivity and upgrade the economy. While 
maintaining support for the economic- 
restructuring policy, a government-ap- 
pointed high-level committee has con- 
cluded that the policy has led to prob- 
lems which could severely constrain 
further growth. 

This admission coincides with news 
that, for the first time in 20 years, Singa- 
pore's economy has registered no 
growth. Thé zero growth in the second 
quarter of this year followed on a 
meagre 2.7% first-quarter increase. 
These figures forced the authorities to 
review their optimistic forecast of 5-7% 
growth for 1985. Most businessmen 
maintain that the country Will barely 
manage 2% economic growth this year, 
compared to 8.2% in 1984. 

Based on the initial findings of a 
high-level committee headed by Brig.- 
Gen. Lee Hsien Loong (son of Prime 
Minister Lee Kuan Yew and also junior 
minister of trade and industry), the gov- 
ernment announced a package of short- 
term measures meant to perk up the 
Sagging economy. The committee, 
whose main task is to chart a course for 
the economy for the 1990s, reviewed its 
performance since 1979, identified 
problem areas and is due to submit its 
final report by the end of the year. 

The immediate concessions to busi- 
ness announced by Lee in a speech on 26 
July and which would cost the ex- 
chequer S$450 million (US$203.8 mil- 





lion) in forgone revenues plus extra ex- 
penditure include: 

» Reduction in service charges to busi- 
nesses by statutory boards. The Port of 


Siagapore Authority, the Telecom- 
munications Authority of Singapore, 
Jurong Town Corp. (which runs the 
country’s main industrial estafe), the 
Housing and Development Board and 
the Civil Aviation Authority of Singa- 
pore will cut their rates for certain ser- 
vices. 

> A 30% rebate on property taxes on 
all owner-occupied industrial and com- 
mercial premises for three-and-a-half 
years with effect from the beginning of 
July. 
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| will set up a S$100 million venture-capi- 


tal fund to promote new investment in 
high technology. 

» A continuation of the freeze on gov- 
ernment land sales for the next two 
years. There have been no sales since 
1982. | 

» A speeding-up of government spend- 
ing on roads and other infrastructüre at 
a cost of S$245 million to aid the ailing 
construction sector — ‘which saw its 
business fall 14% in the second quarter. 

The package can at best be à partial 
palliative to the business sector. Lee 
cautioned that it was not meant to be 
quick-fix, and said he did not expect it to 
lead to a quick turnaround of thé econ- 
omy. Export-oriented Singapore's eco- 
nomic problems are partly external, but 
there are also major domestic structural 
problems which Lee's committee iden- 
tified in its interim report released on 30 
July. 

Topping the list of these problems. 
which have long been known to bi 
ness, are high operating costs (includ..., 
wages and indirect costs). Wages have 
risen in Singapore well beyond produc- 
tivity gains even in marginally profitable 
sectors. If other wage costs such as the 
mandatory Central Provident Fund 
(CPF, the national retirement fund), 
the Skills Development Fund and other 
levies are included, the distortion is 
even greater. Total wage costs rose by 
an average of 10.1% annually during 
1978-84, compared to average produc- 
tivity growth of 4.6%. As the trend is 
clearly unsustainable, the committee 
Stated that it was crucial to ensure that 
wage expectations are lowered. 


he committee, however, did not 

pronounce upon the inadvisability of 
the heavy burden of the CPF, to which 
the employer and the worker contribute 
25% each, making it 40% of the direct 
wage costs to the employer. CPF mons 
up the bulk of the republic's savings | 
provides cheap funds for the gove... 
ment, which is thus unlikely to change 
its policy. So even if wage levels in 
Singapore hold at present levels, it will 
be a long time before businesses could 
overcome the negative impact of the 
high CPF levy. 

Indirect taxes and other costs includ- 
ing rentals, property taxes and statut- 
ory-board levies have long been the 
bane of business. The government, as the 
biggest landlord in the republic, gains 
directly from high rents and property 
levies. Singapore's statutory boards, 
which have raised their rates annually in 
the 1980s, also boast of their profitabil- 
ity. The committee felt that statutory- 
board pricing policies should be based 
on recovering costs rather. thi 
maximising profits. It recommended 
that such services should be provided at 
levels which could give an internation- 
ally competitive edge to Singapore. ' 

The committee made the obvious 
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, have risen by 40 A 
compared to 10% for Taiwan and very 
marginal rates for Hongkong and South 
Korea. To regain some measure of com- 
petitiveness, rigidities in Singapore's 
. economy, particularly the wage struc- 
- ture, should be corrected, the commit- 
< tee recommended. | 
-— The committee commented on the 
role of the government by urging that 
the regulatory environment in Singa- 
pore should be eased to facilitate the 
growth of the private sector. Since the 
early 1970s, the public sector has cap- 
tured the commanding heights of the 
_ economy and the private sector is wait- 
. ing to see how soon and to what extent 
politicians and the bureaucrats will give 
a that privilege. 
. Before the year is over, the Lee com- 


a 
nd 






| ..,Stem in relation to other newly indus- 
n trialising countries of the region. Singa- 
| pore’s flat 40% corporate tax is more 

than twice that of Hongkong. While 

| some income-tax concessions may be 

. forthcoming, Lee, who entered politics 


| only last year after a career in the miti- | | 
| tary, cautioned: "Well, we can’t be like | 


|» Hongkong. They. only have a few 
Gurkha battalions.” He was referring 
indirectly to Hongkong’s defence ex- 
|. penditure compared to that of Singa- 
| pore which spends one in every S$9 of 
| -its revenue on defence. As national 

-security is an obsession with Singapore's 
rulers, there is unlikely to be any drastic 
cuts in defence expenditure. 












| Lee pointed out that changes in in- | | 
“come tax involve overall budgetary || 


“policies, which are a matter for the 


| .cabinet to decide. Major tax reductions: 


| could put the national budget in deficit. 


| Although Singapore has enough re- | 
rves to tide it over a few years of de- 





.. its, it has always prided itself on its fis 
cal prudence, maintaining à practice of 





| casual surplus. Whether the leaders are 
|- prepared for an about-face on their fis- 
«¿cal philosophy is as yet unclear. 
... Most of the recommendations of the 
Lee committee seem indirectly to re- 
| pudiate the firmly entrenched policies 
|. of the government since the early 1970s. 
| Many independent analysts feel that 
a making a successful economic transition 
into the 1990s could require the govern- 
.finent to make major changes to earlier 
je policies. 
|. «In a graphic description of the cur- 
| rent economic situation, Lee said in his 
4. 26July speech: "We are like a man on a 





| swing and is now sailing through mid 
air. He cannot stop now. He must make 
. it to the next swing if he is to recover 
safely..In.the same way, we too have no 
choice but | to press on with our econo- 











ittee will also review the republic'stax - 


| balancing the budget and leaving a- 


ying trapeze who has let go of one - 








Plans for a US plant appear to be a tactical move 


By Charles Smith in Tokyo 


Tense Motor Co., arguably the most 


cautious — as well as the most pro- 
fitable —- company in Japan, acted out 
of character last month when it rushed 
out in what almost amounted to.undig- 
nified haste an announcement of a plan 
to build’a car factory in the US. The 
speed with which the company had 
acted was apparent from the fact that 
the project was approved by an extra- 
ordinary board meeting on the same day 
that it was formally announced (at twin 
By th conferences in Tokyo and Nagoya 
y the two members of the coon 
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family who hold the posts ol chairman 
and president of the company). 
Another tell-tale sign of haste was 


| the uncharacteristic vagueness of the 


scheme itself. Although Toyota has de- 
cided to start building passenger cars in 
the US at the rate of about 200,000 units 
a year from 1988, it apparently has no 
idea yet where it will locate its plant nor 
how much it is likely to cost. e 
Although it clearly does not like 
being forced to hurry in a matter of such 
importance, Toyota had obvious mo- 
tives fór rushing out the announcement 
of its US investment decision. The com- 


-pany has been increasingly under fire 


from its US dealers for some time for 
not building cars locally to supplement 
imports from Japan (which are limited 
by a "voluntary restraint" system ad- 


ministered by the Ministry of Interna- 


tade- and Industry — Miti). 
irritatio des boiled Over 


industry under the voluntary 
Cars produced within n the US tall outside quota 
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in the first half of 1985 when Tovota at 
lowed itself to be overtaken in the E 
market by Honda which has a sm 
Miti import quota (actually Pe third 
largest among the five major Japanese 
carmakers) but produces cars in thet 
Before that, the dealer network wi 
already up in arms over a schemeamder | 
which Toyota and General Motor 
(GM) produce cars jointly at à mot 
balled GM plant in Fremont, Calif 
(the so-called NUMMI project). H 
cars produced at Fremont are a versi 
of the Corolla, Toyota's most popi 
_small car, but are sold int 
"ander a GM label and 
ingly are handled by the 
tribution network. In op 
this scheme, Toyota p wba 3 
hoped to placate its big US rive 
Itevidentivy failed to realise t 
would simultaneously ali 
the 1,100 independent 
who have helped to build uj 
company's US market share 
ing the past two decades. 
According to its rivals, To: 
was in imminent danger of T. 
defections from its deal 
work on the eve of the ani 
ment of its US in 
ject. A switch by ; 
hundred Toyota 
Honda, which has oni 
lets to service what is now. 
ginally larger market, 
done irreparable dam 
Tovota's position in the U 
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Toyotas mid-July amm 
ment included the revelati 
— apart from making its oy 
at a brand new plant in the U 
would start building 50.000 Cor 
year at Fremont from 1986 onwards 
distribution through Toyota dez 
The statement also made clear, how 
ever, that Toyota, even now, is relic 
tant to be drawn further into the | 
leyburley of small-car manufacturin 
the US than it can reasonably Reip 
“greenfield” manufacturing plant v 
the company is to build will not 
small cars as such but wil] concen 
on models with engine capat 
around 2L — a size which is weH 
the average for Japanese cars sok 
US. 

A Canadian plant with a cap 
50,000 cars a year which Tovota p 
open simultaneously with its oey 
ventute will make small cars and 
ship. some of these across the t 
taking advantage of the ig 
new cars which exists be 







we so far been stronge 











































et in the YS, Toyota may well be 
owing good judgment as well as more 
of its characteristic caution. Plans to 
make a total of roughly 850,000 small 
cars a year in North America by. 1988 





company's four main Japanese rivals 
(Nissan, Honda, Mazda and Mit- 
.$Subishi). On top of that, Hyundai 
: Motor, the fast-growing South Korean 
manufacturer, is expected to begin sales 
tate this year in the US, after capturing 


yt market (which was previously held 

Toyota). 

"Japanese carmakers estimate that 
indais Pony model may 

ghly US$1,000 less than the cheapest 

nese small car in US showrooms, 

h this will be partly because of im- 


100 and 200.000 in 1986 and 1987 re- 


ke an impact on what up to now has 
n virtually a Japanese preserve. 

Toyota apparently hopes to be able 
"look on calmly at the melee in the 


in the 2-L section. But it should be- 
e of counting its eggs too early. The 
ipany's upmarket move will bring it 
sctly into competition with GM, 


. Toyota's invasion of this sanc- 
ary could set off a new and sharper 
ruggle between the Japanese and US 
otor industries. 





“In deliberately choosing to move up- 


«have already been announced by the the 


the No. 1 slot in the Canadian car im-. 
cost | 


nity from import duties. With sales | 
ets of 60,000 units this year and ` 


ely, the Pony can hardly fail to 


Il-car market while it SCOOPS up pro- |. 


ord and Chrysler, for whom the large | 
id medium-sized passenger car market - 
is been the last real sanctuary from im- 











Net % change 


A British airlir 


By Michael Westlake in Hongkong _ 


he complexities surrounding. Hong- 
kong's civil-aviation affairs were 


added to on 26 July with the announce-- 


ment that British Caledonian Airways 
(BCal) intends using a subsidiary.com- 
pany to set up what could be Hong- 
kong's fourth locally based airline. The 
situation was further confused by news 
that one of the airlines will operate 
under the name of Air Hongkong. 
Unlike newcomers. pir hee and 


ubi unt for. Gane services be- 
tween Hongkong and China and further 


„afield, BCal has set its sights on sche- | 
duled services inthe first half of 1986 be- | 
| tween Hongkong and six cities in China. 

plus I2 others in | 
 Hongkong's de facto 







Asia region. While 
*national" airline, 
Cathay Pacific Airways, reacted only 
mildly to the advent of Dragonair and 
Oriental Pearl — which will operate as 


Air Hongkong ~- setting. up shop, 


BCal's announcement drew ¢ a | shriek of 
outrage. 
BCal announced that its wholly 


owned and locally registered subsidiary, 


Caledonian Far East Airways (CFEA) 
 — which now is, and under previous 


owners has been, a ground-handling 


agent at Hongkong's Kai Tak airport — 


would be the new operator, and that its. 


"ownership would be shifted into Hong- 


kong hands from Britain. CFEA hasal- 
ready applied for an air-operator's cer 
tificate to be granted by H 
Civil Aviation Department 
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% change Dividend - 


given BCal S experience. and. technica id. 
ability, should bea routine ma’ S 
and for its route applications to P 
sidered by Hongkong’s Air.” "Transport 
Licensing Authority (ATLA) in a. few 
weeks. 

BCal's strategy IS to go for non- jrünk 
routes, arguing that these are markets 
not being served by Cathay and which 
would not support sesvices. by. a wide- 
bodied aircraft fleet such as Cathay’s. 
By using initially four and later five nar- 
row-bodied, twin-engined Boeing 737s, 
so the BCal argument runs, these mar- 
kets can be served effectively and new 
traffic can be generated — but BCal v 
careful.to add that there would onlv 











enough of this extra, strictly regional . 


business to: support one new Hongkong E 
airline. 
Its applications ior six destinations i in. 


China —. Peking, Tianjin, Hangzhou, 


Canton, Kunming and Guilin — prom- | 


ise to increase the level of complexity of | 
Sino-Brifish aviation treaty talks due to 


start in September, given Dragonair's 
applications. for flights to eight Chinese 
cities including three on BC 'al's list and 
Cathay's weekly charter services to Pe- 


- king, a city to which Cathay has wanted 
| Scheduled services for a long time. 


With Hongkong under. Britain's | 
jurisdiction until 1997, the other 12 de- 
stinations on BCal's list involve re- 
negotiation of, or at least adjustments 
tween Britaifi and. 10 countries, and this 
is the cause for Cathay's concern. Given 
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HK$55.32m 
(US$7.1m) 





H 30 June 









(US$29.8m) .. 
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Y 31 Mar. | 





29 


révious loss 310.34 billion. - 








Period profit on period Sales onperiod — (prev.) 

Y31May — A$754m +21.2 . A$7.1b *31.7 27.56 

(US$538.6m) (US$5. 1b) (21.54) 

.Y31Mar. Y19.05m j ¥1.53t *835 Y5« 
(US$80,278) (US$6.4b) 


: Y31 Mar.  Y89b 433.5 ¥1.53t +29 ¥9 

é (US$375m) ,- (US$6.6b) (47.75) 
ingCourt © H30June $$109,000. -92 . S$8.16m -29 7.5% * 
tel. . (US$49,366) (US$3.7m) (15%) 









HKS2.23b 48.9 56g- 
-. (US$285.9m) 





< "Adjusted for bonus issue. © 


“Profits mec as a 2 result of slowdown in Us economy: in 
)" second half.. 003 ae "x ae o 


An additional extraordinary loss of A$87.2 million. included 
a A$97.5 million pre-tax write-off on the company's interest 
in Ok Tedi Mining operation in Papua New Guinea. 


Increase in operating ratios and prices for steel exports 


contributed. to profit Performance expected tó be main- 


tained this year. e 


A 1695 decrease. in recurring profit in the current year 
predicted owing to dull semiconductor business. 


. Severe competition arising from increase in hotel rooms 


makes second-half E uncertain. . 





Earnings. improver ent: attributed to > expanding retail net 


work over pasi two. edid 
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BCal DC 10: a Hongkong brand? 





* reciprocal nature of such agree- 
ments, in an ideal situation airlines from 
country A and country B each have an 
equal number of flights (or, if using dif- 
ferent sizes of aircraft, an equal number 
of seats) allocated over a specified time. 
Hence, the granting of routes to a sec- 
ond airline in country A means either an 
opportunity for a second airlifie to start 
up in country B (in*other words, an €x- 
pansion of the flight or seat quotas) or a 
sharing of country A's existing quota 
between its original airline and the new- 
comer. 


E spending the number of flights or 
seats runs the risk of diluting the 
market for all concerned, unless there is 
such a large market that it is being in- 
adequately served. Sharing the quota 
means a severe cutback for the airline 
which spent money developing the 








route's market. In Hongkong's case the 
situation is more complex because, until 
recent years, it was treated as a domes- 
tic British destination in aviation talks, 
and was sometimes traded off to airlines 
seeking greater access to Britain. Furth- 
ermore, rights negotiated are not al- 
ways used immediately, and over the 
years some inequalities have developed 
in services between “Britain/Hong- 
kong” and other countries. These 
“gaps” are CFEA’s targets, a BCal 
spokesman told the REVIEW. 

However, Britain's bilateral agree- 
ments are to be renegotiated to exclude 
Hongkong during the run-up to 1997, 
when Hongkong’s sovereignty reverts 
to China. But, at that time, aviation 
rights between Hongkong and non- 
Chinese destinations will fall under 
Hongkong's control. Thus, Cathay is 
worried that if BCal gets a foot in the 





EFFECTIVE EXCHANGE RATES 
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oor while Hongkong is under Bri 
jurisdiction, when reciprocity is re- 
negotiated between Hongkong and 
other countries, the results may bring 
constraints, if not outright reductions, 
in Cathay's route network 

A more immediate worry for Cathay 
— and one which may cause overseas 
airlines to agree with aify objections it 
may file with the ATLA against 
CFEA’s applications is that the 
routes sought by CFEA would inevita- 
bly divert some traffic which now ac- 
crues to Cathay and other airlines in the 
region because of their existing. net- 
works, which largely depend on capital 
cities or other major centres 

Several weeks of lobbying via the 
media are now likely, leading up to the 
ATLA's hearing of the applications and 
any objections which may have been 
lodged. vA: e can be expected al- 
legedly on behalf of passengers, who 
might expect that extra airlines based in 
Hongkong would lead to more conve- 
nient destinations and cuts in fares. 
Other appeals can be expected allegedly 
on behalf of Hongkong's business in- 
terests, arguing that stability is more im- 
portant at this stage than unbridled 
competition which might be damaging 
in the long term 

It is now up to the ATLA and the 
governments of Hongkong, Britain and 
China to decide the appropriate mixture 
of business and politics for Hongkong s 
civil aviation industry, and with so many 
hands on the controls there is no way to 
guess the outcome. In such an atmos- 
phere of uncertainty it scems remark- 
able that BCal/CFEA is the only new 
Hongkong airline apparently displaying 
extreme caution unlike Dragonair 
and Oriental Pearl, it has applied for 
routes before committing itself to ac- 
quiring any of the aircraft it says it will 
need. o 


Weighted for 1983 trade with the countries shown plus the United States and Canada and 14 European countries. Figures are for the week ended 27 July. 
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'quity-investment rules. 








AIPEl: The market faded further, as successive 
ays of anaemic trading activity dragged the 
weighted price index down 16.11 points on the 
period to 636.04. The market was dampened by 
new restrictions on margin trading by the gov- 
ernment-authorised securities-finance company. 
Average daily transactions were a low NT$309 
ullion (US$7.7 million). Shares declined virtu- 
lly across the board, but the big loser was Yue 

























































to close at NT$12.80. Investors have been dump- 
ng the stock since Nissan Motors bought a 25% 
quity stake in Yue Loong on 20 July. | 


HONGKONG: The Hang Seng Index fell back 
fter nearly touching the 1,700-point level on 25 
'in a new four-year high. The index closed the 
iday-shortened period at 1,683.58, down six 
; on the previous close. The daily trading 
sank to HK$348.26 million (US$44.6 mil- 
}. Brokers are optimistic that the market will 
rack the 1,700 psychological barrier. Banks 
commercial-industrial stocks were the best 
ormers in the period, with the former helped 
ourable interim profit results from the Bank 
ast Asia. | 





IGAPORE: Volume continued at the previous 
iod’s high level, with a daily average of 21.05 
lion shares traded over the period. With a 
r bull-run taking place in neighbouring Ma- 
ysia, interest was centred on Malaysian counters 
langor Properties closed the period at $$1.92 
8 US cents), up 26 S cents, while second-liner 
rsechem gained 23 S cents to finish at S$1.89. 
ever, gains were offset by profit-taking and 
market's uncertainty over the effectiveness 
jovernment measures to counter zero-growth 
ond-quarter figures announced on 26 July. 
er's Industrial Index closed the period 16.07 
nts up at 4,120.44, 


E 


ALA LUMPUR: During the period, a new daily 
rnover record of 30.1 million shares was 
ieved as buying support continued into the sec- 
“week, pausing only for profit-taking on the 
ast day. With average daily volume reaching 20 
Ihon shares worth M$34.8 million (US$14.1 
llion), the market decisively slipped out of 
e doldrums. Fraser's Malaysia Index climbed 
arly 60 points during the period as investors 
sponded positively to persistent government ef- 
tts to stimulate the market, most recently 
.an announcement that merchant banks will 
d it easier to take equity investment in fu- 





USTRALIA: Firmer commodity prices and take- 





MONG Asian markets, Taiwan was the big 


ong Motors, which saw its share price lose 2595. 





gest loser, with prices set on a p 


onged slide. Malaysia was the star performer, boosted by government relaxation Í 






advances in gold stocks as foreign investors sold |} 


their South African bullion equities because ofthe 
country's worsening political climate and rein- 
vested them in Australian miners. On 25 July, 
the Gold Index jumped 84.5 points to a record || 
million (US$142.8 million) -| 


1,030.3. Some A$2 
of Broken Hill Proprietary was traded. 


NEW ZEALAND: The market continued its firm 
trend, with the Barclays Index peaking at a record 


1,754.19. points in mid-period.. The market then 


eased on bearish comments made by various com- 
pany executives that high interest rates, weaken- 


ing consumer demand and a strong New Zealand 


dollar were hindering profit growth. The market 
is, however, expected to remain around its current 
level in the coming period. ; 


TOKYO: Blue-chip electricals, joined by Fujitsu, - 


which dipped below ¥900 (US$3.8), took a beat- 


ing in moderate selling spurred by downward revi- 


sions of earnings forecasts. Behind the selling was 
news that semiconductor exports to the US this 


year would be well down on 1984's level. Othe 


export issues were also down. The Dow Jones 
Average declined throughout the period, finish- 
ing at 12,591.42 JOE on 29 July. Daily trading 
volume averaged 533.16 million shares. Institu- 
tional investors were active buyers of construction 
and property issues. d 


SEOUL: The index rose slightly, up 1.54 points to 


136.85 amid thin trading. Car stocks continued to 


be popular, reflecting confidence in export pros- 
E while speculation on upcoming convertible- 

ond issues abroad by blue-chip electronics firms 
buoyed sentiment. The highest single stock rise of 
the period was by Hyundai Motor Corp., followed 


by Samsung Electronics. Volume was thin, with- 


the daily trading average down 412,000 to 9.93 
million shares, reflecting. continued worries 
among investors on the short-term political and 
economic outlook. Among industries, machinery 
gained the most, up 12.99 points. 


MANILA: Three mining and four commercial- 
industrial issues rose in another uneventful period. 
Oils were flat. Turnover shrank 37.8% to. P4.5 
million (US$241,935), sending the daily average 
record below the P 1 million mark again. The min- 


ing index lost 2.88 points to close at 697.9, while | 


the oil gauge dipped by 0.009 to 0.726 of a point. 
The commercial-industrial indicator inched up 2.2 
to 131.46 points owing to firmer closings by 
PLDT, Globe Mackay, First Holdings and AGP 


Industrial. a 








BANGKOK: The market opened on a strong note 
and continued to advance in anticipation of a 
further drop in interest rates. But unfavourable 
results from the Thai Farmers Bank towards the 
end of the period pared some gains. Among sec- 





activity spurred markets to new heights at the 
ning of the period, but profit-takers moved 
uring the final two days, reducing overall gains 
he Australian All-Ordinaries Index, which 
-9.2 points to 934.7. Sharp rises in mining | 
ks replaced the recent activity in industrials, 
g the- Metals and Minerals Index up 14.5 | 
to 550.9 while the All-Industrials Index 
ed 11.7 points to 1,361.6. There were strong 








group. The Book | 
1.19 on the period. Volume doubled to Baht 359 








71.82 million. 








tors, banks were generally the best performing | Js 
lub Index closed at 142.55, up’ | 


million (US$13 million) or a daily average of Baht - 
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For centuries, European nations treated Asia, including China 253 
as their warehouse, taking home the Region's natural resources l : 
| and returning their own manufactured goods. i | 



























pu | Recently that picture has chatiged and today Asia is an arena of 
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ad . fierce trade competition. MS 





In the issue cover-dated 22 August 1985, the Far 

.. ; - Economic Review will publish a Focus on Europe in.Asia, 
a charting the progress of the leading European nations and their - 
| companies in this vital market. Focus wil examine the primary —— 
-  . areas of competition from watches to perfume, liquor to 30x 
| A automobiles, microchips to banking and nuclear power plants plu 
| 10w each country is meeting the challenge. 
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As the world’s premier publication on Asian affairs, the Far 

Eastern Economic Review's audience represents the highe 

concentration of Asia’s decision-makers in business, banking, 
government and the professions. Research shows th | 
advertisement in the Review is the most cost effective means of. 

reaching Asia's elite male business community and this is even 
more true ina Focus issue. — FU 


| should your company or cli 
e wish to take advantag . 
advertising in this important issue 
"E or need any further informati 
i please contact: . - 








































































Ms Elaine Goodwin 












General Sales Manager B ie 
Far Eastern Economic Review | E | 
GPO Box 160 - | la 
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"or the past sev 
become more l | | 
ional tourist map, particularly among 
zuropean holidaymakers. Attracted by 
the island's numerous sunny and un- 
spoiled beaches, the number of Thai 
and foreign visitors has grown steadily, 
averaging 10% or more annually. 
That growth galloped to a mini boom 
since Thai [International — the national 





a oF 





|. flag carrier — inaugurated direct flights 





















“domestic ! 
jumped a spectacular 30% to 300,000. 
Against a yearly average of around 


| Ha. 


— EA E mAN EAA EENAA 


cin December 1983, linking this resort 
sland 
“Bangkok and Singapore. In 1984, the 
first full year of the international flights 


on the Andaman Sea with 


(which are in addition to more regular 
flights), tourist arrivals 


5,000, visitors from Singapore rose four 


otimes to become the largest single na- 
.uonality. The easier connecting flights 


re also bringing more tourists 
om Hongkong and Austras 


The tourist influx is trans- 


‘lating into a new economic 


n for a province that tradi- 

! relied on tin mining as. 
nam source of income. In 
absence of reliable statis- 

. estimates on tourism- | 
generated revenue vary. Ac-_ 
-ording to Wichit Na-Ran- 

y president of the Phuket 
Fourist Business Association, 

€ entire service industry last 

year netted an estimated Baht 
.6 billion (US$60 million). 

> local tourism office pro- 
ded a much lower estimate. 
Against an average occu- 
incy rate of 50% or less be- 


ontheinterna- ^ 


re, the roughly 3,300 hotel rooms now | 


£ 
7 


ord an above-60% (annual) occu- 
cy. Although the sharp impact of the 


[hai International flights on aggre- 
gate arrivals is tapering off, most 
Tesort operators are projecting a close- 
. to-10% growth for 1985: —~ still an im- 
| pressive level compared.to the national 
average which may be 
that size. 


only one-fifth 


There is little dispute that Phuket's 
tourism. has a long way to go. Several 
development projects are now under 
way, including a huge 300-room resort. 
complex on the Kata beach undertaken 
by Club Med, the international resort 
chain that enjoys more than 2 million 
members worldwide, and scheduled for 
completion at year-end. Three other re- 
sort projects — all Thai-Singapore joint: 
ventures — are expected to add another 
/50 first-class rooms between early 1986 
nd late 1987. | 

Another encouraging aspect lies in 
e fact that the island is being 
veloped as high-yield destination. 
eap bamboo shacks once dominated 
‘eral remote beaches to accommo- 
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beach: popular and disorderly. 


low-budget travellers: by 
1 “expensive resort pr 
have gradually disappeared 
shifting to the Koh: 
Gulf of Thailand. 

The once highlv s 
trade — the season for Euróf*an visit 
Ors, who still constitute the ty 
geographical groüp, peaks aħund 
November-March == 4$ now giving vq x 
to a more steady all-vear business, wi | 
Singapore and Hongkong tourists im 





particular filling the traditional low sea- Kk 


son of June-July. 

But beneath the swaying coconut 
palms and crystal-clear water lie some 
potentially disturbing. "developments. 
spurred by a surge of private invest- 
ment in recent years, the overall 
tourism-related development so far has 
been haphazard. A government master 
plan, commissioned by the Tourism Au- 





thority of Thailand and completed in | 
March 1979, was never implemented. 
The plan's proposed massive invest- 
ment — including the provision of basic 
infrastructure (such as road, telephone 
and waterworks) and the establishment 
of a state-run corporation to administer * 
the development of selected beach re- 
SOrts — was not deemed feasible from 
the outset. Another constraint lay in the 
interlocking responsibilities, and hence 
conflicting interests, of various govern- 
ment agencies that would have to coor- 
dinate implementation of the plan. 


C is now focused on the 
Patong beach in particular. Several 
years ago, plans by a Phuket-based min- 


[mirata HH PP re qm e t rr Hr T t MAH rr ann e 


ing company to carry out offshore tin 


. dredging were halted, following a dem- 


onstration by local residents and ser- | 
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“would cause water pollution and hence 


harm the (then already booming) tour- 
ist trades ^. .— .^" . - 

Since then, the beach has become 
the most popular — and also most disor- 
derly — resort among the island's more 


.. vice-industry leaders, on grounds that it 
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of the problem at Patong 
negligible. Its per-kilometi 
: room density is less than 1 
of Pattaya." B MOM | 
A long-awaited Interior. Ministry. | 
decree, announced in mid-June, h | 
brought hope that future developme | 
at Patong will be more orderly. Coming 
under the Buildings Control Act’s juris- 
diction, the new regulations specify 
what could orcould not be built — and. 
at what density — on the beach. Unfor- 
tunately, the rules are not retroactive, 
and there is no concerted attempt to 
tear down what has cropped upin recent 
years. | d 
In a place where private entrepré- 
neurial interests so far havé out- 
matched letters of the law, it remains to 
be seen whether the new regulations E 
would achieve the desired objective... | 
There is no question that Phuket's | 
tourism carries strong growth potential. t 
The possibility of Patong becoming a 
second Pattaya may indeed be remote a 
this stage. But unless they al au 
thorities and private. 
take serious preventa 
such an unlikely prospe 






































real over the years. 
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Carrying 220 passengers, this 767 is perfect " 
for short- to medium-range routes. Unique seven-abreast twin-aisle 
seating gives nearly everyone a window or aisle seat. 
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N for long-range routes. Flies 1000 miles farther than the competition. 
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Easily handles up to 49 more passengers than the 767-200, giving this 
Boeing the same capacity as older twin-aisle jets. 
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Comfortably flies 261 people up to 1200 miles farther than the 761-300, 
making the extended range model a perfect replacement for wide-body trijets. 


The perfect oirplane for the growing airline. 


A The Boeing 767 is the 767 options to come. All ver- ground support equipment. 
only twin-engine, twin-aisle sions can be piloted by the All of which makes running 
airplane that can grow withan same crew. Alluse the same an airline much more efficient. 
airline. And there are more spare parts. Allusethe same And much more profitable. | 
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Getting people together 
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Benson & Hedges 
Special Filter 


The worlds finest taste in cigarettes 
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I have noticed. that vou have printed 
several letters fram a group that claims 
to be representative of the Indian | 
minority in Singapore alleging serious | 
racial discrimination. The evidence 
given was the fact that some Indian MPs 
send their children to learn Chinese as a 
second language, and the presence of 
racist remarks. Far be it from me to 
suggest that the racial relations in Singa- | 
pore are perfect; but in taking up this 
issue the REVIEW is in danger of doing 
more harm than good. | 

The Indian community in Singapore 
is not agreed on Tamil being the com- 
mon second language among the com- 
munity, The Malayalis, Punjabis and | 
Bengalis, who forman important part of | 
the Indian community, would certainly | 
resent having to learn Tamil. Since the 
choice of a second language is left to the 
parents, the REVIEW is doing them a 
grave disservice if it somehow suggests 
that they are renegades. If they choose 
Chinese as a second. language, it 
shows that they have good sense ar 
foresight. If | were living in Tamil Nadu | 
today. I would be making sure of my | 
fluency in Tamil and English. It's just 
common sense: without Chinese, 
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Tibet unvisited? 
The communist. Chinese propagandā 
machinery seems to have confused sev- 
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; s only to th -cal led Tibet Au- | ans are happy under their rule." The 
nomous Region, which largely con- | Tibetan people even after three decades 
its of the UsTsang (Central) region. 


up their hopes for an independent Tibet | 
| ary and regard the Dalai Lama as the su- 
gions of Tibet and not China. preme spiritual and temporal leader of 
The Chinese authorities are now pre- | Tibet. | 


APPOINTMENTS 


The ASIAN DEVELOPMENT BANK is an international finance institution based in 
Manila, Philippines, and established for the purpose of lending funds, promoting invest- 
. ments and providing technical assistance to developing countries and, generally, for foster- 
ing economic growth in the Asian region. Its membership comprises forty-five countries, 
.. thirty-one of which are from the Asian region and fourteen from Western Europe and North 

America. 2 
The Bank offers challenging opportunities to highly qualified and experienced profes- 
..Sionals who seek employment on a career or fixed-term basis. Applications are invited for 
he following position: | dO MM 
- ECONOMICS EDITOR 


5o in fact the Tibetan delegation is visit- 
g some parts of Kham and Amdo re- 
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The successful candidate will join a team of Economics Editors in the Editing Unit of 
the Economics Office. The Unit edits all reports and papers submitted to the Board of 
' Directors and member governments for information or decision as well as publications 
for wider distribution such as proceedings of conferences and seminars, research 
work, and special studies. . : 
A high proficiency in the English language, ability to simplify technical and complex 
material, and capacity to meet rigid schedules are essential. The candidate must have 
a university degree in economics and about five years’ editing experience. 


The position offers competitive salaries paid in US Dollars normally free of tax, and an 
excellent benefits package. Pu 
interested persons are invited to send their curriculum vitae immediately to: 
REF. NO.: HK51 a 
Head, Employment & Staff Relations 
Personnel Division 
Asian Development Bank 
P. O. Box 789 
Manila, Philippines 
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But what is there to celebrate? We want 
our Dalai Lama back." China's regular 
criticism of expansionism by the Soviet 
Union and other countries is futile until 
it restores the complete independence 
of Tibet. 

Himachal Pradesh, India Tsering Tashi 


Terrorists or liberators? 
Robert Dean writes [4 July] that the 
Tamil "terrorists" (he does not like to 
call them "freedom fighters") are "the 
major obstacle to à peaceful solution to 
the currently boiling ethnic conflict" in 
Sri Lanka. It would seem that Dean has 
chosen to confuse some of the conse- 
quences of the problem with its cat 
The so-called "terrorists" are not uss 
cause but the result of decades of dis- 
crimination and oppression. : 
Some 10 years ago, in 1975, long be- 
fore the eruption of that which Dean de- 
scribes as "terrorism," the prestigious 
Minority Rights Group in. London, 
whose sponsors included Gunmar Myr- 
dal, Joseph Needham, Lord Goodman 
and Jo Grimond, reported: 
“ff Sri Lanka is not to experience 
communal violence or terrorism anc 
invite comparison with Northern. lre- 
land or Cyprus, there will have to be 


counter-terror on a scale which would 


more readiness for compromise anc 
moderation than has vet been shown... 
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if Sri Lanka's leadership waitec 








be a pity a's 
for bombs to explode, and for th 
ons to fill up again before concec 
that the Tamils need reassurance wsd 
they have a place in the future of the is 
land." ES 
Although it is the common habit oi 
established governments, and especial. 
ly those which are themselves oppres- 
sors, to brand all violent method: 
as criminal and wicked, perhaps Dear 
will agree that it is asanctimonious mor 
ality which equates the violence of the 
oppressor to the violencg of th 
oppressed who seek to escape that op 
pression, © 

Middiesex, England Mayan Vijt 


July] mentions that Benguet Corp: "los 
during the first quarter, despite an aver 
age gold price of US$330." For the re 
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he war with Japan ended 40 years ago. its memories live 
on in symbols: Pearl Harbour, the Nanjing Massacre, 
Hiroshima. Symbols, divorced from real history, easily be- 
come confused rallying points for political movements. 
Arts & Society editor lan Buruma examines the politics of 
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war symbols in Japan. Hiroshima has become the symbol | PONER --Sienciial Marcos gi 
of unique Japanese suffering and the headquarters of | Singapore: Democracy's fatal Maw 191 | 
peace. Quite how peace is to be achieved is a matter Of PO- | Melanesia: Brothers and strangers = 15 1 j 
| litical opinion. The confusion about wartime history in |  Langestandsalone -m 16 ! 
"| Japan is such that people cannot even agree when Japan' S | Bringing homethe bacon m- T8 : 
*. war started or what to call it. It is all a matter of politics in a | Mostly moral support. ~= i8: 
ational debate which may be insular, but still has serious implications for | The law: The gallows awaits ———— 28.3.3 
any countries in the world, especially those in Asia. | Foreign relations: Tension on the 
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" ages 15-18 - i 
Papua New Guinea, Vanuatu, the Sol- | į 
omon Islands and New Caledonia are 
all inhabited by people of Melanesian | 
racial stock. But though there are ob- 


5 similarities, there are also differ- Shipping: Profit at à premium ‘in 
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M $ internal Security Act | 
t 8s under fire once again following 
ihe sentencing to death of a man con- 
wicted under the act of possessing a 
revolver and five rounds of ammuni- 
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"Thai and Lao troops confront each 
iother in an unresolved border dispute 
linvolving three villages, from which 
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Japan has no more concessions to 
| make after its latest package of mar- | 
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July meeting between Finance 









government staff representa- 
tives. . — Suhaini Aznam 


Death recommended for 

Bali drug dealers | 

Prosecutors in Denpasar, Bali, 
have called for the death sen- 
tence for two Europeans al- 
legedly caught selling 12 grams. 
of heroin to an undercover 
agent in June, The heavy sen- 
tence recommendation is un- 
precedented for foreign drug 
offenders and signals a new 
tough stance by Jakarta to- 
wards the drug trade, dip- 
lomats said. During the past 
three months several foreign 
offenders have been given 10-. 
year prison sentences for nar- 
cotics-related ‘offences. Previ- 
ously, such offences carried à 
couple of years' imprisonment. . 
* Diplomats said that In- 
donesta came under strong 
pressure at this year's Asean 
foreign ministers’ meeting in 
Kuala Lumpur to follow its 
` neighbours’ lead and take firm 
action against drug offenders. 
Malavsia, with Asean's tough- 
est policy towards drugs traffic- 
kers, sentenced two Austra: 





NE * 
shina facilitating — 
yrth-South Korea talks 
Chinese elder statesman Deng 
-Xiaoping said on | August that 
China was "facilitating" the 
dialogue between North and 
"South Korea and would help 
the peaceful reunification of 
Korea in the form of a federal 
system. Deng also said that he 
“hoped there would be progress 
án the North-South talks and 
that tripartite talks would take 
place which would include the 
US. Deng was speaking to Ja- 
anese opposition Komeito 
: leader — Yoshikatsu 
akeiri, who recently met 
oath Korean leaders in Seoul 
nd who has said he would be 
villing to play the role of 
Seoul-Peking go-between. | . 
 Takeiri was reported to 
ve brought a message from 
outh Korean President Chun 
oo Hwan to Deng in which 
un declared his faith in the 
ent Chinese leadership and 
expressed a desire to improve 
relations with Peking. Neither 
Japanese sources nor the 
Chinese Foreign Ministry, 
however, would confirm. the 
. existence of Chun's letter. 


Malaysian trade-union 
giants merge forces 


1 of Malaysia's largest 
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smuggling heroin. Few obser- 
vers expect Jakarta to go that 
far with the two men now on 
trial, but they think the s 
tences willbe severe... 





Two 
labour organisations — the 
Malaysian Trades Union Con- 
: gress (MTUC) and the Con- 
gress of Unions of Employees 
in the Public and Civil Services 
(Cuepacs) -- have agreed to 
merge after almost two years of 
intermittent. talks. Provision- 
ally called the National Centre, 
ihe new body will draw to- 
gether about 55 Cuepacs af- 
filiates and 128 unions under 
- the MTUC umbrella. One of 
^; the main reasons for forming 
z the National Centre is to dis- 
courage the government from 
playing “one against the 
"other," said MTUC secretary-. 
- general V. David. 

^^ — The formation of the centre 
comes some months after 
the government answered 
Cuepacs request for a pay | 
rise for government staff by. 
unilaterally raising salaries by 

between M$15 (US$6) and | 
M$35 for staff in categories C 

and D. The minimal pay revi- | 
sion pgompted picketing in 

front .of some departments 

ter office hours and the mat- 


Ershad appoints six 
more ministers kV 
Bangladeshi President H. M. 
Ershad has announced the ap- 


ministers, raising the 
number to 25. Two deputy 


bringing the total to four. Plan- 
ning. Minister Abdul Majed 
Khan received an ambassado- 
rial appointment, thus making 
way for another political 
ministerial post. 

Earlier in July, Ershad ex- 
panded hi cabinet twice with 
eight new cabinet, three state 
and two deputy ministers from 
four political parties, including 
the pro-government Janadal 

. Party, as a prelude to the with- 
drawal of the ban on political 
activities. He is now expected 
to partially lift the ban, but he 
is not likely to scrap it com- 
pletely before the seven-nation 
South Asian Association of 

Regional Cooperation summit 
scheduled for Dhaka in early 





































ter is still unresolved after the 4 | 


Minister Daim Zainuddin and | 
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s firmed 


lians to death in July for) 


i oit | 
(new Australian retail giant || 


— Paul Handley |. ASI billion (US$7.2 | | 


pointment of four more cabinet | 
total | 


ministers also were appointed, | 


December. — S. Kamaluddin 
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Major distillate plant 
planned for Sarawak 
Sarawak Shell. a Malaysian 
subsidiary of the Royal Dutch/ 
Shell group,-has announced 
plans for a M$2 bilion 
(US$813 million) middle-distil- 

late synthesis plant in Bintulu. 

The plant will convert natural 

gas from the Bintulu liquefied | 
natural gas plant into transport 

fuel and kerosene. Sarawak 

shell has a 17.5% stake in the 

Bintulu plant. The other - 
partners include Mitsubishi 

Corp. of Japan and Malaysia s 

lnational. oi company, Pet- 

ronas. The. distillate plant ts 

forecast to produce 10,000 bar- 

rels per day (bpd) for domes- 

tic consumption. Meanwhile, 

Shell Eastern Petroleum has 

that one of four. 
main crude oil distillers at its 
Pulau Bukom refinery in 
Singapore has been shut per- 
manently. The distiller was ac* 
tually taken out of operation in 
September 1984, but remained 
officially on standby. The de- 
commissioning will reduce 
Shell's potential output by 
about 60,000 bpd. 

Wu — A Correspondent 


$ 


aanse ramen an minima A S aT o re e A pna i 


E 
£ 


i 


rey rennen ete rair A i M referre e it 


pereat famine irre 


| 


| 
| 
| 
| 
| 














billion) turnover and a 20% 
market share will be created 
with the merger of G.J. Coles 


porium agreed by the boards of 
both companies. The agree- 
ment came after Coles raised 
its takeover offer for Myers 
(Review, 18 July) trom A$3 a 
share to A$3.25 cash or three 
Coles shares plus A$5.25 cash 
for every five Myer shares, If 
all Myer shareholders opt tor 
cash. Coles will pay A$1.07 bil- 
lion on top of the A$160 mil- 
lion already spent acquiring a 
20% stake. The cash-shares 
option is equivalent to AST. 12 
billion. s Hamish McDonald 


Burma seeking foreign 

economic cooperation. — 
Guidelines for Burma's Fifth 
Four-Year Plan 
allow for state enterprises to 
enter into jomt ventures with 


natural-resources | 


tS 


th 


fy 


limited to, areas where 
necessary technical € 
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and Co. and the Myer Em- | 


foreign partners in. domestic | 
ventures. | 
But such cooperation would be ` 





Of. expense are beyond. Bur 
ma's capacity. The venture 
would also have to be of lim- 
ited duration and must not 
jeopardise Burma's socialist 
economic system. Similar prov 
visions for foreign pamicipa-- 
ton were included. m they 
country's. long-term. écono-; 















mic. policies, which were an- 


nounced in: 1973, The new. 
four-year plan, released by the. 
ruling: Burma | Socialist. Pro- 
gramme Party: calls for an out- 
lay of Kyat 14 billion (USS$1.7 
billion) during the plan period 
tó generate a 6.1% average an= 
nual growth in gross domestic 
product. — M. C. Tun 
.Seoul concerned over . 
labour disputes | 
Amid rising worry over fab 
relations, S 











;, South Korean Minis- 
. ter of Labour Cho Chull Kwon. 
has begun focusing attention: 
on employer malpractices. Acs 
cording to Cho, mass dismis- 


—€——2 





Mna areal 


sals and withheld pay are the 
most common abuses =- and 
these in turn have helped te 
fuel disputes, particular! 4 
labour-intensive fields suci as 
textiles, footwear and, «more 
recently, electronics.  How- 
ever, Cho has said on sev. 
eral occasions that the existing 
Labour Law, which effectively 
outlaws strikes, will not be 
changed. — Paul Ensor 











China signs contract 
to buy Indian tea 
China has contracted to buy 
some | million kg of loose tea 
from India, under à memoran- 
-dum of understanding signec 
late last month by Qi Guangca 
of China's National Native 
| Produce and Animal By-Pro 
duct Import and Export Corp 
The tea is to be supplied by twi 
Indian Government 
China is said 
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IP ON DISPLAY - 


nan of the Soviet . 
inisters Geydar Aliyev — 
North Korea this month 
esigned to signal the new 
Moscow attaches to its 
ith Pyongyang. Moscow is 
ing Aliyev, the most senior - 
st official to visit Pyongyang - 
since October 1980, in lieu of former 
Soviet foreign minister Andrei 
Gromyko who was scheduled to visit: 
North Korea before he was elevated 








tothe presidency in July. The Aliyev - 


mission will come shortly after 
Moscow began upgrading the North 
"Korean air force with deliveries of 
MiG23 fighter jets and coincide with - 







anniversary of the Korean defeat of 
a se imperialism — an occasion 
ach the two communist allies will 
use to demonstrate solidarity in 

response to what they denounce as 
the US-backed revival of APANE E: 
militarism. 


JOIN THE GET-TOGETHER 
In hopes of bringing together South 
‘Korean President Chun Doo Hwan 
and his northern adversary North 
‘Korean President Kim Il Sung, UN 
'Secretary-General Javier Perez de 
Cuellar has invited high-level 
delegations from the two Koreas to 
address a special ceremonial meeting 
of the UN General Assembly on 
22-24 October to celebrate the 40th 
anniversary of the world body's 
founding. So far only Seoul has 
responded to the i invitation to send an 
“observer mission," which was 
extended to the Vatican and Bern as | 
i hough the head-of-state — — 
'speeches are expected to be no more 
than ritualistic endorsements of UN 
BIRDS, it is hoped that the $07 


I" THE ' WEEK > 


AFGHANISTAN 
Islamic guerillas have intensified hel: of- 
mive s Kabul, attacking the city with 























indreds. of lawyers boycotted courts in 
à to protest against bomb blasts which 
red 25 PSOE attending a murder trial (6 









: Student leaders in western Gujarat state 
led off a four-month-long protest cam- 


dead member of parliament Lalit 
in New Delhi. Leftwing Naxalite rad- 






celebrations in Pyongyang of the 40th” 


off the legs of a communist - 


| between the 
engaged in the most intense period of 


|. 986, with fellow Asean mémbets 
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{i casion could provide the venue for 


xehind-the-scenes political contacts 
two Koreas, now 





diplomatic: contacts in their 30 vears 
at separation. | 





Seti Mahathir 
Mohamad has... 
decided not to. 
attend the next 
Commonwealth: 
heads of | 
m government. 
| BE meeting in Nassau. 
- FEES Bahamas, in mid- 
Mahathir. E September — 
it to PA es Lumpur in. 
ima Mrd t 






instead: à reduced cal oF 
representation that reflects 
Mahathir's opinion of the grouping. 
In November, Mahathir is. due to. 
make his long- planned trip to. China, 
and before that he is expected to be 
away for about a month, with private 

calls in the US and Europe c on ? the 
draft itinerary, © 


NON-ALIGNED LINE-UP 


Indonesia has emerged as the leading 
contender to host the eighth — | 
non- -aligned movement summit, 
tentatively scheduled for March - 


Malaysia and Singapore supporting — 
Jakarta's bid. While North Korea and 
Libya are. keen to host.the Summit, 
many member countries are 

apprehensive of their possibly 





party leader who condemned terrorism, 
United News of India reported (3/ July). 
Moderate Sikh leader Sant Harchand Singh 
Longowal narrowly escaped an assassinaticfh 
attempt by militant students, the Hindustan 
Times reported (7. Aug). Police in Haryana 
state arreftéd five Sikhs on charg ges of plan- 
ning to assassinate the state's top.elected of- 


fieral it was: Teported. d Aug: ). 


| MALAYSIA 


the Press Trust of India said. Gunmen — 


ble snap pr 


Two Australians: were sentenced to y hag 
for drug smuggling (/ Aug, j. 


PHILIPPINES - 


Opposition. es d 
by President E 
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appointment as deputy foreign 


















disruptive role "Wwe, 
Argentina and Algeria would also — 
like to host the affair, but the only. 
serious challenge to Jakarta could - 
come from Yugoslavia, Which was t 
venue of the first summit 25 vears 
ago. However, the possibility of 
holding a silver jubilee 
commemorative rmn Belgr ade s 
from the actual summit in Jakarta 
may be discussed at the upcoming. - 
non-aligned foreign ministers — 
meeting in Luanda, Angola: 
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the titular. huniber two-of tt 
Communist Party of Ke ny 
not been seen sii : yi 
the Khmer NA regime in 1979 
fact whic has caused dipl on 














ie died or en Rn 
Earlier this year, however, he met 
visitors to Khmer Rouge zones 





Vietnam probably will not bg i 
challenging x Democratic 
Kampuchea's credentials at the 


United Nations this autumn. A 
Soviet official remarked recently 
the Vietnamese “had done their 
calculations" and had concluded 
would not make any sizable mre 
into support for the exiled 
government. The Vietnamese 
Ambassador to the UN Hoang B& 
Son has returned to Hanoi to a new 


minister. His successor may not be 
named for months, and almost | 
certainly not before the UN Ge n 
Assembly debate. 


SOUTH KOREA 
Dissident Kim Dae Jung was put under: 
house arrest on the eve of a national comen 
tion of the opposition New Korea Dem 
cratic Party Q7 July), The governmer 
the Democratic. Justice Party decidi 
enact a new law to curb student unres 
Education Ministry said (6 Aug I 


THAILAND | 
About 3,000 i inmates ot a Bangkok ma 
mum security prison freed four prison 
who were taken as hostages (4. dug.) 
inmates were killed when huni 
policemen and special assualt uit 
the prison to try to.quell a riot by th 
ers ene a redaction of iad 
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Faced with impeachment, he talks of a snap poll 





By Guy Sacerdoti in Manila 
I? a total about-face from past public 
pronouncements, President Fer- 
dinand Marcos has finally raised the 
long-expected possibility of holding 
snap elections for president and vice- 
president this year — probably in mid- 
November. 

Piqued at opposition plans to file an 
impeachment motion against him by 
mid-August, Marcos, as an “alternative 
proposal,” also threatened to dissolve 
the national assembly, if the opposition 
proceeds with its plan to file the resolu- 
tion. The threat was discussed during a 
marathon late night caucus of the ruling 
Kilusang Bagong Lipunan (KBL) party 
on | August. 

The opposition, while still bedevilled 
by numerous personal and ideological 
splits, responded in rare unison that it 
could, if necessary, choose a single pres- 
idential candidate within 72 hours, and 
that it intended to proceed undeterred 
with plans to file the impeachment re- 
solution. 

Based on published reports that 
Marcos’ family and other government 
officials have made large investments 
abroad, particularly in the US, opposi- 
tion assemblymen intend to charge him 
with “culpable violation of the constitu- 
tion" and “other high crimes," which 
have yet to be enunciated. 

After studying his statement, there 
was widespread speculation among 
both government and opposition camps 
as to what it is Marcos really intends to 
do. His statement the day following the 
caucus, that elections would be called if 
“the opposition shows signs of suc- 
ceeding in wrecking the government's 


Stonewall Marcos 


anti-insurgeney programme and the 
economic recovery programme,” led to 
the typical confusion and disorienta- 
tion among the government's adver- 
saries that he frequently tries to fos- 
ter. 

The constant coffee-shop talk among 
all political factions ranges trom a 
Marcos resignation — to facilitate 
emergency elections in which he would 
run — to the declaration of a limited 
state of emergency to allow for an elec- 
tion without him having to step down, 
or even constitutional amendments to 
virtually ensure his continued rule. But 
the speculation all revolves around 
Marcos’ apparent confidence that he 
can continue to outmanoeuvre the op- 
position. 

While the scenarios vary greatly, all 
are based on his ultimate objectives of 
remaining in power until the end while 
guaranteeing his "political and econo- 
mic legacy," as one confidant puts it, is 
protected and untarnished by an im- 
peachment move. "Despite what any- 
one says or does," he said, "Marcos 
glans to live out his life in Malacanang 
palace as president.” 

During KBL caucuses over the past 


year, Marcos has consistentfy stated | 


that he would not deviate from the sche- 
duled elections. Provincial and local 
government polls are due in May 1986, 
with presidential and vice-presidential 
elections planned the following year. 
But the opposition, and some segments 
of the US Government, felt Marcos 
would or even should call an early presi- 
dential election anyway. 

The opposition, which boosted its 





e , . . 
representation in {he assembly from less 
than 10% to 30% in the May 1984 elec- 
tions, felt the continued fragility of Mar- 
cos’ health would force him to call elec- 
tions this year. While Marcos continues 
to look haggard on occasion — and for 
the past few months has sported a plas- 
ter on his left hand, leading to rumours 
he is receiving medication intravenously 
— his public appearances since March 
have proved his continued ability to 
govern. 

Some US policymakers feel early 
elections would both resolve the ques- 
tion of public confidence in Marcos’ ad- 
ministration as well as settle, at leas! ^ 
the time being, the issue of succes: 
should he die in office. Abolished dur- 
ing the 1972-81 martial-law years, the 
vice-presidency was re-established in a 
January 1984 constitutional amend- 
ment, and a vice-president will be 
elected at the next poll. 


any analysts believe Marcos would 

like to call a presidential election 
late this year to ensure his mandate is re- 
established before provincial*and local 
elections are held. The feeling was that 
regardless of the nagging health issue 
Marcos could ill afford to risk significant 
opposition gains in the local polls, which 
would allow his opponents to establish 
the local political infrastructure needed 
to mount a serious challenge during a 
nationwide presidential vote. Whife the 
opposition dominated most of the coun- 
try's major cities during the 1984 polls, 
traditional ties and election. largesse 
have kept the KBL firmly in control of 
the rural areas. 
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Thus, when opposition leaders were 


informed in the early-morning hours of 


2 August of the caucus results, few ex- 
pressed any surprise. Aside from saying 
they expected the move, the assembly- 
men sponsoring the impeachment resol- 
ution said Marcos was employing a last- 
ditch effort to avert the filing of the mo- 
tion. E 

But should Marcos follow through 
with the proposals — an official KBL 
caucus decision on the two issues is ex- 
pected in late August or early Sep- 
tember — serious constitutional issues 
would be raised. 

According to the latest constitu- 
tional amendments ratified in late 
January 1984, the only way for Marcos 
to run for re-election before his current 
term expires in 1987 is for him to resign 
from office to seek a new six-year man- 
date. That would set in motion constitu- 
tional provisions for emergency elec- 

— 3s, to be held from 48 to 70 days fol- 

‘ing his resignation. 

sources who know Marcos well say it 
is highly unlikely he would resign, how- 
ever, given his sense of history and his 
innate aversion to becoming the first 
Iu apg president to do so. Also, they 
say, he is even less likely to move out- 
side Malacanang Palace until the elec- 
tion is completed. 

Dissolving the assembly would be 
even more difficult. The constitution 
states thát Marcos cannot dissolve the 
assembly for the first 18 months follow- 
ing its election — or until 15 November 
— nor can the assembly be dissolved 
while an impeachment motion is pend- 
ing. Even then, the assembly can only 
be dissolved on "fundamental issues, 
but not on a matter involving personal 
integrity." according to the constitu- 
tion. That would seem to disqualifv in- 
tent to file an impeachment resolution 
as a valid reason. 

In any event, the opposition plans to 
meet on 9 August to discuss the election 
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issue. Should elections be called, in 
whatever form, the opposition must re- 
solve serious problems for it to put up a 
credible fight. First is the choosing of a 
single candidate. The two main opposi- 
tion groupings are represented by the 
National Unification Committee 
(NUC), composed of formal opposition 
parties and officials, and the Convenors 
Group, representing the so-called 
cause-oriented and other non-elected 
Opposition stalwarts — such as Cora- 
zon Aquino, widow of Benigno Aqui- 
no. 


AJ hile the two major groupings have 
worked out a formula for choosing 
a single candidate, most observers agree 
that unless Mrs Aquino abandons her 
reluctance to take on a formal political 
role as a presidential contender. the op- 
position will most likely have two candi- 
dates, with United Nationalist Demo- 
cratic Organisation president Salvador 
Laurel, who originated the NUC con- 
cept and controls the best national op- 
position infrastructure, running no mat- 
ter what. 

With a split opposition vote, accord- 
ing to surveys done by publications and 
independent research groups, Marcos 
maintains a better than even chance of 
winning a presidential poll. 

The moves initiated by the KBL 
caucus have raised fears among opposi- 
uon politicians and independent buyw- 
nessmen that Marcos now feels he has 
regained enough political power to ini- 
tiate a Ctackdown on his critics without 
instigating the type of popular backlash 
reminiscent of the months following the 
1983 Aquino assassination. 

While that is an open debate, several 
leading businessmen say that the release 
of new foreign borrowings and trade 
credits under the foreign debt re- 
scheduling programme and the recent 
passage in the US Congress of a foreign- 
aid bill including assistance provisions 


for the US use of its Philippine naval, air 
and communications bases (REVIEW, 8 
Aug.) have freed Marcos sufficiently 
from foreign pressure to allow him to 


deal more harshly with the volatile 
domestic Situation. 

These businessmen expect Marcos to 
hold presidential clections “on his own 
terms," meaning stacking the deck in his 
favour. Pressure, both domestically and 
from the US to ensure clean elections by 
means of an independent commission 
on elections and an independent citi- 
zens arm to oversee the process will be 
ignored, they say, while the traditional 
largesse to buy votes for the govern- 
ment will result in the abandonment ol 
critical IMF criteria for the continued 
dispersement of economic recovery 
funds. While they feel they themselves 
will be left alone, Marcos critics, par- 
ticularly those associated with the leftist 
labour unions, can be expected to be ar- 
rested or detained, they say 

lheir prognosis is extremely bleak, 
based on the theory that Marcos now 
can badger the opposition openly with- 
out worrying that the moderate middle 
class will take to the streets as they did 
following the Aquino assassination. 
That, they say, will only lead to Marcos 
using both the opposition’s impeach- 
ment motion and the possibility of 
snap elections as an excuse to clamp 
down. 

Whether their analysis is right or 
wrong is less the point than the issue of 
Marcos succeeding in keeping all sides 
off balance. In many wavs he has called 
the opposition's bluff on both the im- 
peachment and election issues. The 
questions to be-decided within the next 
few weeks are whether the opposition 
will continue undaunted, whether 
Marcos is playing a preliminary game to 
test the opposition's mettle for an even- 
tual crackdown, or whether he is confi- 
dent enough to hold a presidegtial elec- 
tion, run himself, and win. 
























































. G. Kulkarni in Singapore 


v 
‘I hope the day will never arrive when 
waiting for the general election re- 
ult is like watching the flipping of a 
oin." said Singapore's First Deputy 
rime Minister Goh Chok Tong. No, 
lections are not imminent in Singa- 
yore. Nor is the ruling. People's Action 
"arty (PAP) with a 77-2 majority in par- 
ament in any immediate danger of los- 
ng the power it has wielded since 1959, 
jut Goh was hinting darkly to a local 
iniversity audience that a future elec- 













































ion's political stability and erode the 
onfidence of foreign investors. 


he stock-in-trade of the PAP leaders, 
ut this time around these coincide with 
he most severe economic downturn 
faced by the country in two decades and 
a predomin: aptly young — electorate 
which has shown signs of disaffection 
with the PAP's style. 
Goh's speech to university under- 
graduates described the rapid descent of 
¿the economy since 1984 and linked the 
marked decline in foreign investments 
‘to the presence of two opposition MPs 
- Whose victory in the last general elec- 
dion was largely due to the vouth [actor 
among the voters, Goh's call for a quick 
belt- tightening was inevitable, but he 
also raised doubts about the parliamen- 
tary system, which in a freak election 
could change. governments and lead to 
political instability. 
_ Observers were quick to surmise th E 
the PAP may not have given up its idet 
of changing the one-man-one-vote e 
tem which was first broached by Prime 
Mm Kuan Yew in the after- 
| ecember's general elec- 









ion cliff-hanger could question the na- 


Doomsday warnings have long been. 


tion when the PAP saw a drastic reduc- 
tion of its popular vote. On the other 
hand, Goh had countered in early 
January that the system had served the 
country well and should not be changed 
hastily, at least until after the people 
were consulted on the matter in a re- 
ferendum or a general election. Last 
month the government replied to oppo- 
sition MP J. B. Jeyaretnam that no deci- 
sion on changing the parliamentary sys- 
tem had yet been made, 

However, 
same issue in the speech on | August, 
which was embargoed for publication 
until 4 August, has revived speculation 
that the authorities might be preparing 





the ground for eventual alteration tothe 


voting system. 

Meanwhile, the government could 
well use the current state of economic 
hardship as an excuse to tighten political 
controls, which the second generation 
of PAP ministers led by Goh have been 
ostensibly trying to relax in recent 
months. 

He compared the rate of decline in 
the cconomy from a rise of 10% in the 
rst quarter of 1984 to zero im the sec- 
ond nah of this vear to a parachutist 
finding his chute failing to open. "If we 
cannot open our parachute in teme It will 


be a hard landing. Then we will not need . 


a doctor. We need à mortician or an 
undertaker." He also predicted fewer 
job opportunities for Singaporeans and 
a possible wage freeze for two or three 
VCals. 


He warned that A investors j cord 
would be watching how Singapore 


tackled the economic crisis, Investment 


commitments. have dropped: to- half: 





Goh's reference to the 


urban 





i Ahe Jue elect he? ‘par: 
4 y system aeea from Bri- 


iB tain. 


|. According to. Goh's 3 “thesis:  democ- 
racy had a fatal structural flaw if that 
the system had no stabilisers for a coun- 


4 try in hard. times. In many countries 
. popular demand had forced change of 
|.governments and their direction had 


swung from one extreme to the other. In 


large countries such as Japan, the con- 


servative rural hinterland had kept the 
mainstream party in» power-even as 
seats changed hands, Goh 
pointed out. Butin Singapore i aswing in 
popular vote could. affect almost all 


constituencies and result in a change 


of government leading to doubts over 
the country's dg "erm political stal | 
dy. 





For Singapore's s stability Goh advo-. 
cated a broad- based: mainstream party 
with a “few serious-minde 1” opposition. 
parties. In the PAP’s. view, it is the 
mainstream party and the current oppo- 
sition parties are.not serious-minded. 

Goh told the university students: "I 
would nôt apologise . . . if the PAP will 
be returned for thé next 25 years, better 
still for the next 50 years. If we tell the 
investors. that, they can plan their future 
in M dd | 


^ oh's views do not. augur well for 
the two beleaguered opposition 
members in parliament. In a speech late 


last month, S. Rajaratnam, .the senior 


minister and a. first-generation | PAP 
stalwart, called on his junior colleagues. 
to give up their. Jenient attitude to the 
opposition and put on knuckle dusters 
to wage political battle. Responding to a 
student’ s question, Goh, while not s 
porting his senior colleague's com. 
call, left no doubt that the opposition. 
should not misconstrue his preference 
for persuasion asa sign of weakness,” 

Goh had stronger words for one 
student questioner who said he felt he 
lived in a pseudo-democratic state with 
a press blatantly biased towards the gov- 
ernment. Goh remarked there was no 
such thing as an. absolute freedom of 






speech. or press anywhere in the world. 


"Don't you ever believe that the press in. 
the US and Britain is. completely free," 


Goh argued, pointing out that the West- : 


ern press was influenced by its owners. 
The Singapore. press reflected govern- 
ment thinking and agreed. with the au- 


thorities most of the time, and “I make 
no apology for that,” 
journalists wanted to influence the'pub-- 


che emphasised. If 


stand for election, ac-- 
who.concluded 
ces [the p 
trying to. influe 


tie: the should. 
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When you’ve got to fly long distance, wouldn’t you feel r 
confident choosing an airline that specialises in long distance travel? 

Qantas is that airline. And everything, from technology to 
cabin crew training, is geared to make you as comfortable as 
possible over the entire journey. í 3 

This is no idle claim. Qantas flies its passengers p^ 
longer distances than any other airline. It's because of this that — 
we understand, and satisfy, che needs of our passengers 
so well, making all our flights 
seem much shorter. 





















ngers 
any other 


On all Qantas flights, you have the choice of Luxury First 
lass Sleeper Chairs, the Original Qantas Business Class (with legrests) 
or the friendliest Economy Service in the sky. 
So when you’re flying long distance, fly the long distance 
specialist . . . Qantas. 
On our long legs, you won't arrive 
on your last legs. 
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Come to Hotel Meridien 


Singapore, the only 
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international deluxe hotel in the heart of Singapore's 
Orchard Road that offers the unequalled style and elegance 


that is Le Raffinement. 
You'll feel it everywhere. 


From the unpretentious sophistication and culinary 
excellence of Le Restaurant de France to the unashamed 


style and comfort of our deluxe suites. 


Add to this all the facilities you've come to expect from 
è ° es @ A 
an international hotel and you'll begin to understand why 
Hotel Meridien Singapore is the natural choice for 


discerning visitors to Singapore. 


Le Raffinement. Experience it now in two superb hotels 
in Singapore. Hotel Meridien Changi-Singapore and Hotel 


Meridien Singapore. 


For reservations, contact your travel agent or the Hotel Meridien Singapore, 100 Orchard Re 


Singapore 0925. Telephone: 7332878, 7538855, Telex: RS50163 HOMERI 
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One of the best ways to mea 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it darries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
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MELANESIA 


Brothers and strangers 


A population with a lot in common but no common cause 


By Hamish McDonald 


A ja's nearest southern-eastern neigh- 

urs — the Melanesian group of 
Papua New Guinea, the Solomon Is- 
lands, Vanuatu and New Caledonia — 
are emerging as noisy players in the re- 
gional diplomatic arena despite their 
size. 

Their politics and outlook show simi- 
lar characteristics, quite distinct from 
the more remóte and conservative 
Pacific island states further east. The 
group seems a constant source of robust 
ministerial utterances: be it attacking 
the US over intrusions by fishing boats, 
the nuclear powers for threatening war 

id pollution, France for its colonial 
pwssessions or Indonesia for its activi- 
ties in Irian Jaya and East Timor. 

Several current issues cast the 
Melanesians as actual or potential 
agitators in the Pacific. They are being 
closely watched on whether they go with 
New Zealand's exclusionist line on port 
calls by nuclear warships, os take the 
Australian lead accepting US ships. 

The turmoil in New Caledonia — to 
become Kanaky under the French plan 
for independence — is causing a re- 
surgence of joint diplomatic activity to 
put pressure on France, following a rare 
meeting of Melanesian foreign minis- 
ters in the Vanuatu capital Port Vila in 
June attended by a delegate of New 
Caledonia's Melanesian independence 
movement, the Kanak Socialist Na- 
tional Liberation Front (FLNKS). 

How far the Melanesian govern- 
ments coordinate their policy was 
shown at the annual summit meeting in 

irly August at Rarotonga, the Cook Is- 


nds capital, of the South Pacific 


Forum — where their leaders meet 
counterparts from 10 other Pacific 
countries including Australia, New 
Zealand and Fiji. 

Yet for all the outspokenness by fre- 
quently changing leaders, Melanesian 
governments typically show caution and 
pragmatism, even inertia, when it 
comes to implementing policy. And the 
latest fyirry of pan-Melanesian concern 
starts from a low base level of contact. 

Papua New Guinea, the Solomons 
and Vanuatu do not maintain perma- 
nent diplomatic missions in each other's 
capitals. Their economies are competi- 
tive rather than complementary — ex- 
porting copra, cocoa and coffee to de- 
veloped countries, though Vanuatu 
does sell a little beef to its neighbours. 

All three governments are con- 
cerned about a rapid switch by their 

)pulations from traditional diets of 
ocally grown foods to imported rice 
and tinned fish or meat. Small domestic 
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markets make import-substitution in- 
dustries a doubtful proposition, yet lit- 
tle or no consideration is given to re- 
gional-based industries, and consumer 
taste is if anything biased against pro- 
ducts from Melanesian neighbours. 

Papua New Guinea has wavered for 
years about setting up a fish cannery, 
while the Solomons ships out tinned 
tuna from a.Japanese joint-venture 
plant. Papua New Guinea consumers 
spurn rice grown on the Guadalcanal 
plains of the Solomons, while Solomons 
and Vanuatu beer-drinkers opt for 
"blue-tin" (Fosters Lager, from Mel- 
bourne) instead of Port Moresby- 
brewed South Pacific beer. 

Traditional cultures in Melanesia are 
noted for their fragmentation: Papua 


ROS WALLS RAPPORT 


Somare; Kenilorea; Lini: caution and pragmatism. 
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tween people and traditional land are 
immensely important: “The people be- 
long to the land" is an explanation of 
this link throughout the region 

This cultural affinity is recognised in 
the citizenship law of the Solomons, 
which confers nationality on locally 
born people with two grandparents 
from Papua New Guinea or Vanuatu 
tribes. 

The region's experience of Euro- 
pean colonialism was short (under 100 
years, except in New Caledonia which 
was settled from 1853) but far-rcaching. 
Plantations alienated traditional land 
through questionable "purchases." The 
"blackbirders" carried off 
thousands of Melanesian islanders as in- 
dentured labour for the Queensland 
and Fiji sugar cane industries. Both 
world wars brought modern conflict to 
the region. 

Missionaries spread Christianity, 
often of a fundamentalist kind. Christ- 
ian churches, along with basic colonial 
services such as police forces, became 
training grounds for local leaders. 
Today, Vanuatu Prime Minister Walter 





New Guinea has over 700 languages, | Lini is an Anglican priest, Papua’ New 
the Solomons some 87, Vanuatu about | Guinea Deputy Prime Minister John 
40 and New Caledonia about 30. It was | 


always a long way to the next island or 
valley, and a sense of regional identity is 


well on the outside of a concentric ring | 


of “wantok” affinities. Regional link- 
ages are still slim compared to those out 
to Sydney, Brisbane or Suva. 

But an identity does remain. “You 
can list all the differences, just as pou 
can when you talk about the Arab iden- 
tity,” said one French diplomat in the 
Pacific. “Yet at the end you have to say 
that something is there.” 


he three independent countries, as 

well as New Caledonia and Indone- 
sia's Irian Jaya province, have indigenous 
populations of a distinctive racial stock 
despite wide variations of skin and hair 
colour. Power structures tend to reflect 
the absence of inherited authority and 
rank in traditional society. Links be- 





Momis a catholic priest, and Solomons 
Prime Minister Sir Peter Kenilorea @n 
evangelical lay preacher 

In the three core states, Pidgin is the 
lingua franca, though only Vanuatu has 
raised its version, Bislama, to prime 


| status for government dealings. Discus- 





sion has begun about standardising the 
development of Pidgin, in the way In- 
donesia and Malaysia try to coordinate 
their Malay-based national languages. 
In Irian Jaya, however, even the 
separatist Organisasi Papua Merdeka 
(OPM, the Free Papua Movement) 
talks in Bahasa Indonesia. In New 
Caledonia, the Kanak independence 
leaders speak Freneh polished in 
seminaries and lycees while their rank 
and file use a French patois outside their 
own communities. At onc FLNKS road- 
mending operation near Thio recently, 
this correspondent saw young Kanaks 
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lunching on baguettes (long loaves 
of bread) and tinned pate de foie 
gras. 

But these recently imposed differ- 
ences do not void the perceived Melane- 
sian affinity. In the case of Fiji, how- 
ever, the Polynesian culture introduced 
by Tongan invatiers in pre-British times 
does place it outside the region, even 
through the Fijians are visibly of 
Melanesian racial stock. 

Melanesians complain that Polyne- 
sians see them as unsophisticated, even 
primitive. For their part the Melane- 
sians see Polynesian states with. their 
systems of inherited chieftainship and 
class as feudal in their domestic politics 
and overly swayed by Western powers 
in their foreign policies. 


he Polynesian leaders certainly 

moved earlier and more confidently 
in their dealings with Western countries. 
The stable wealth and position of theii 
rulers enabled them to take educational 
opportunities in Australia, New Zea- 
land and Britain while Melanesians 
were working their way through the 
rank and file of colonial police services, 
post offices and.the like. Those Polyne- 
sian states under British and New Zea- 
land rule gained independence a decade 
ahead of the Melanesian states, in the 
1960s. 

These states (including Fiji) were the 
main force in setting up new regional 
bodies alongside the South Pacific Com- 
mission, created in 1947 by the met 
ropolitan powers with a brief limited to 
technical and economic studies. Their 
pressure created in 1965 the Pacific Is- 
lands Producers Association to improve 
marketing of commodities and, in 1971, 
the South Pacific Forum which excludes 
the distant metropolitan powers and de- 
bates political issues. 

The Melanesian nations, which took 
full membership as they became inde- 
pendent (Papua New Guinea in 1975, 
the Solomons in 1978, and Vanuatu in 
1980). were late-comers to the club. 
Terigsions developed and still remain 
about perceptions of seniority. Ap- 
poiniments to paid regional posts are 
still ‘the centre of Polynesian versus 
Melanesian lobbying. 

The birth of Vanuatu in 1980 in- 
creased this tension, as did the replace- 
ment of Michael Somare by Julius Chan 
as Papua New Guinea’s prime minister 
around the same time. The friendship 
between Somare and the Fijian Prime 
Minister Ratu Sir Kamisese Mara had 
bridged the gap between the two group- 
ings. When it became evident an outside 
force would be needed to quell a 
French-encouraged separatist rebel- 
lion. Lini turned first to Fiji. Mara re- 
fused to send a force unless under Unit- 
ed Nations auspices. Chan had no such 
inhibitions, and sent in a 300-strong 
"Kumul" (Bird of Paradise) force. 

The inaident estranged Fiji from the 
Melanesian countries. Possibly miffed 
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Kanak militants: pan-Melanesian resurgence. 
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by their loss of regional leadership, Fi- 
jian leaders criticised Chan for hasty ac- 
tion. For the Melanesians, the incident 


capped a long-standing reluctance by 


Fiji to join campaigns against the 
French presence in the Pacific, possibly 
because of European trade considera- 
tions. 

Buoyed by the domestic popularity 
of his Vanuatu intervention, Chan went 
on to propose radical changes in the 
South Pacific Forum: he wanted Aus- 
tralia and New Zealand out, and the re- 
maining states to form a political al- 
liance with its own regional peacekeep- 
ing force. The ideal was coolly received: 
“It died as it left Chan's lips,” said one 
Australian diplomat. Somare's return 
to power in 1982 buried it. 

Chan, who keeps a picture of himself 
greeting Lini in pride of place at his Port 








Lange stands alone 








Moresby office, is rueful but unrepen- 
tent about the proposal. The Pacil 
leaders still defer to the “big brothe 
aid donors, Australia and New Zea- 
land. “I was thinking to make it more 
dignified.” Chan said. 

The idea of a formal Melanesian 
Alliance was proposed by only one gov- 
ernment, that of prime minister Sol- 
omon Mamaloni whe came to power in 
the Solomons by a vote of no confidence 
in 1982. He made little headway before 
being ousted last year in elections. His 
successor, Kenilorea, has dropped the 
idea. 

The three Melanesian states con- 
tinue as the most radical voices in the 
South Pacific Forum, though so far out- 
weighed by conservative attitudes on 
the part of the Polynesians and Austra- 
lia. 


Pacific Forum opts for moderate nuclear line 


his vears South Pacific Forum 

meeting held in the Cook Islands 
capital, Rarotonga, has shown that the 
anti-nuclear policies of New Zealand's 
Labour Party government have largely 
been confined. 

The 13 heads of government at the 4- 
6 August meeting gave general agree- 
ment to a draft treaty put forward by 
Australian Prime Minister Bob Hawke 
for a South Pacific nuclear-free zone 
(NFZ). The draft places little or no de- 
mands on the US, and the NFZ Ínevita- 
bly will be ignored by France as it goes 
about its nuclear testing at Mururoa 
Atoll, near Tahiti. 

The draft treaty binds signatories not 
to develop or receive nuclear weapons 
in the area bounded by South America, 
Antarctica, the Papua New Guinea-In- 
donesia border and the Equator. The 
nuclear powers will be requested not to 
carry out tests or dump radioactive 


waste in the region. However, countries 
such as Australia will still be free to re- 
ceive visits from nuclear-armed ships 
and exercise with nuclear-capable al- 
lies. And they will not be hampered 
from exporting uranium for peaceful 
use under safeguards. 

Even New Zealand Prime Minister 
David Lange gave enthusiastic endorse- 
ment to the treaty. Earlier, Lange had 
surprised delegates with a proposal that 
New Zealand be the coordinator of a 
South Pacific regional security arrange- 
ment. His stance was interpreted as an 
attempt to show that his country would 
continue to play a responsible, pro- 
Western role, despite being virtually 
frozen out of the Anzus defence ar- 
rangement because of Wellington's ban 
on visits by nuclear warships. 

Doubts about the Australian draft 
again showed up the underlying split in 
the forum between the conservative 


II A l a 


15 AUGUST 1985 e FAR EASTERN ECONOMIC RÉVIEW 





— ECONOMIC REVIEW e 15 AUGUST 1985 


L 
Chan; Mara: friendship then split. 


wa PR 














FINANCIAL TIMES 





With the richest tuna stocks, the 

?lanesian states push for tougher con- 
„Jls on fishing in 200-mile economic 
zones. Both Papua New Guinea and the 
Solomons have seized US fishing boats 
in their offshore zones, and thus see the 
US as not entirely protective. 


Fi and the Polynesian states have 
parted company with thes hitherto 
close New Zealand since Labour Prime 
Minister David Lange closed the coun- 
try's ports to US warships that might be 
carrying nuclear weapons. Fiji's small 
but respected armed forces are cur- 
rently being re-equipped with US 
weapons. US warships recently visited 
Tonga and Western Samoa. 

Current leaders show little interest in 
a formal Melanesian alliance. Kenilorea 
told the REVIEW: “I personally do not 


see the real sincere need for a Melane- 


sian bloc. because it would run counter | 


to our policy of regional cooperation 
and Pacific cohesiveness. What about a 
Polynesian bloc? Would we be playing 
into big power rivalries?” The Melane- 
sian states already shared race, lan- 
guage and culture, Kenilorea said: "I 
don't think any political union would 
improve on that. They may even de- 
stroy it. What else do we want?” 

Papua New Guinea's Somare said: 
"There has been talk about a Melane- 
sian bloc in the Pacific. I do not want to 
see that happen. Very small island blocs 
— why would we have blocs unnecessar- 
ily? What is there to stop us talking to 
the Tongans, the Western Samoans, the 
Micronesians, the Fijians? 

"There is no pe rsonality behind it to 
make it work, anyway? 





Polynesian states and the more-ques- 
g Melanesians. Fiji and Tonga, 
ea have not followed their longtime 
us Zealand mentor on its new anti- 
nuclear track, were concerned that the 
draft treaty might hamper US naval 
movements. Vanuatu and the Solomon 
Islands wanted tougher controls on such 
activity. 

Hawke was able to sway the Poly- 
nesian doubts by pointing to a similar 

act, the Tlatelolco Treaty, setting up a 
FZ in the Latin American region. 

Papua New Guinea Prime Minister 
Michael Somare was instrumental in 
softening the position of his Melanesian 
counterparts on this as well as on the 
New Caledonia issue. 

The three Melanesian countries fol- 
lowed up their own meeting in Vila, 
Vanuatu, by pressing to get New 
Caledonia relisted with the UN Com- 
mittee on Decolonisation, but came up 
against arguments that France was now 
on the right course with its plan for self- 
determination by the end of 1987. Typi- 
cally, they settled for compromise: the 
South Pacific Forum will set up its own 





in France — could put the issue back on 
the UN agenda. — — Hamish McDonald 








committee to monitor progress while 

warning that any backsliding by Paris — 

should the conservatives regain power 
tears | 
| 
| 
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Since it was founded in 
1946, the Far Eastern Eco- 
nomic Heview has been 
dedicated to the indepth, 
authoritative analysis of 
the political, economic and 
financial affairs of every 
single country in the Asia 
Pacific region. Boasting a 
staff of over 40 full-time 
correspondents and jour- 
nalists located in every 
country in the region, the 
Review is considered to be 
the leading publication on 
Asian affairs in the world 
and deemed essential 
reading for senior execu- 
tives in business, banking, 
government and the pro- 
fessions. 


Over 85% of the He- 
view s circulation is on pre- 
paid subscription, and in 
September 1984 a survey 
of Heview subscribers was 
conducted by International 
Research Associates (HK) 
Ltd. 


Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 





For a complete copy of 
the Review Subscriber 
Study please write on your 
company s letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Heview 
GPO Box 160 

Hongkong 
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. |. Mostly moral support 
| Vanuatu sympathises with Irian Jaya — to a point 
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Bringing home the bacon 
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Traditional political style wins votes for 'big men' 


he perfect embodiment of the Me- 

lanesian political style is lambakey 
Okuk, the cunning and immensely po- 
pular former deputy prime minister of 
Papua New Guinea who recently won 
re-election to parliament on the cam- 
paign slogan: "Papua New Guinea's 
most wanted man." 

Sir Julius Chan, prime minister of 
the 1980-82 coalition cabinet in which 
Okuk served, has described the experi- 
ence as like "living with a time bomb." 
Okuk's verbal clashes caused embar- 
rassment at home and abroad. His uni- 
lateral order of four unsuitable aircraft 
for Air Nuigini cripples the state air- 
line's finances to this day. 

Fighting to retain his Chimbu high- 
lands seat in 1982, Okuk distributed 
4,000 cases of beer to voters. He lost 
but moved the next year to his wife's 
home district near Goroka and won a 
by-election there. An aggrieved oppo- 
nent successfully challenged his resi- 
dency qualifications, and Okuk was out 
again. 

Still undeterred, Okuk fought again 
and won convincingly in another by- 
election this May, despite publication of 
a letter he had earlier written to Prime 
Minister Michael Somare suggesting 
that certain pressures be put on the 
country's electoral commissioner, on 
pain of dismissal. 

To voters in Goroka, the trail of 
arguments and financial irregularity 
behind Okuk mattered little. Typical- 
ly, they said they voted for him “be- 
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cause he is a strong politician" and thus 
could win government funds for his dis- 
trict. 

Politics in the Melanesian world is 
unashamedly about bringing home the 
bacon. In traditional societies this was 
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Okuk: time bomb. - 





literally the case: the supreme symbol of 
power was the assembling and slaughter 
of pigs for friends and supporters of men 
in authority, known simply as "big 
men." 

Each of the three Melanesian coun- 
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tries has its array of big-men politicians 
like the former plantation mechanic 
Okuk, who sit in uneasy juxtaposition 
with leaders who emerged from the 
modern processes of education, such as 
former broadcaster and teacher 
Somare or Vanuatu Prime Minister 
Walter Lini, an Anglican priest. 

The big-man tradition is regarded 
with some pride, however. In contrast 
to the class-ridden power structures of 
Polynesian states — such as Western 
Samoa, where the “matai” system has 
limited the vote to people of high rank 
— the Melanesian beckercaind is por- 
trayed as egalitarian and populist. 

"You become a chief not because 
your father or grandfather was a chief," 
Vanuatu Foreign Mintster Sela Molisa 
once said. "If you can gather enough 
pigs and convince enough chiefs to 
come to your pig killing and contribute, 
you make it." 


he system is not admitted as ideal ` 

everyone. "You could get there 
hook or by crook," said Solomon Is- 
lands Prime Minister Sir Peter 
Kenilorea, who has had personal ex- 
perience of being ousted by a vote of no 
confidence and assembling majorities 
from an unruly parliament. “You may 
have got up there because you have 
done everyone elge down. You may 
hold it only for a day, and then someone 
will do it to you." 

This instability translates to the mod- 
ern institutions of parliaments, cabinets 
and elections left behind by the Austra- 
lians in Papua New Guinea and the Bri- 
tish in the Solomons. Politicians have to 
promise a lot to get elected, and then get 
as much as possible out of the system for 


Of the three Melanesian states, Vanuatu is the only one 
not to have diplomatic relations with Indonesia. Its go 
ment criticises Jakarta on both Irian Jaya and East Timor | 
whose own independence movement, Fretilin, sends rep 


play every Friday night at the British 
ub in Port Vila, amplified guitar and 


. oxegan chords drowning out the clank of slot machines, to a 


small but appreciative audience of Vanuatu men drinking 
Australian beer. On request, they sing a song of their native 
Irian Jaya. It is in Bahasa Indonesia — Saya Ingat Padamu 
(I remember you) — an irony lost on their listeners, one of 
whom leans over to state: *We feel sorry for the Melanesian 


_ people there.” 
— . The Brothers found sanctuary in Vanuatu several years 
. ago aftera circuit which began with a well-publicised “defee- 
fe " from the Jakarta music scene in 1979 to Holland. The 


TA group runs a music shop in Yila and makes recordings sold 


and played all around the Melanesian region. In Vanuatu’s 
most recent elections, they played at campaign meetings for 


the ruling Vanua'aku Pati. 


Vanuatu's other concrete expression of its support for 
Irian Jaya'sind dence rebels has been to host since 1980 
an activist. of Free Papua Movement (OPM), Rex 
Rumakiek, the OPM does not have à mission in Vila. 
Rumakiek runs what he calls the Pacific Community Centre 
within the headquarters of the ruling Vanua'aku Pati. 


sentatives to Vila every few months. | 

Vanuatu Foreign Minister Sela Molisa said Mq epic ag 
independence in Irian Jaya — or West Papua, as he calls it 
— was widespread among Vanuatu's fellow ians. 
“We have taken the view that the handing over of West 
Papua was not according to the wishes of the people. One of 
our basic principles is that everyone has the right to self-de- 
termination. Therefore if the indigenous people of West 
Papua want self-reliance, independence, it should be 
granted to them." ITEMS. 

But when then OPM leader Seth Rumkoren ånd nine 
companions were arrested in Rabaul three years ago on a 


long and dangerous outrigger-canoe trip to seek asylum in 
Vanuatu the Vanuatu Government of Prime Minister Wal- 
ter Lini did not óffer to take them in. Rumkoren has found 


temporary exile in Greece. Other OPM leaders have also 
ps? dispersed far and wide, with Jakob Prai ending up in 
weden. 

Asked whether Vanuatu was prepared to give asylum to 
some of the 10,000 Irian Jaya ref : camped inside 
New Guinea since last year, sa said Vanuatu had re- 
ceived no request and had not so far admitted refugees from 
anywhere because of “limited resources.” 
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limite ‘government resources, it 
hardly surprising that 5095 of sitting 
members are tipped out by the voters at 
any election. 

. With such short career prospects, 
MPs tend to forget party loyalties and 
ideologies in the rush for ministerial of- 
fices, with the associated benefits of 
highér salaries, official cars and houses, 
and overseas travel. Not that ideology 
or principle is strong: traditional 
societies were fragmented and have left 
an array of small "wantok" communi- 
ties quite evenly matched in power. Col- 
onial rule left behind Christianity, but 
got out before independence move- 
ments turned radical. 

The result is government by cabinets 
constantly beset by defections, chronic 
pork-barrelling and weak discipline. All 
three states had to cope with regional 
disaffection or secession attempts im- 

ediately after independence, requir- 

g expensive and inefficient devolu- 

tions of power. Rapid turnover of politi- 
cians makes for embarrassingly incom- 
petent ministers. 

Policies tend to be pragmatic, 

however, and show an essential con- 


tinuity beneath sometimes outrageous || 


oratory to the contrary. Nor do politi- 


cians get entrenched to the pint where || 


parliamentary democracy is put at 
risk. . 

It. was a different case in Vanuatu. 
Suspicion between the jointly adminis- 
tering French and British created hur- 
dles on the road to independence in the 
1970s. Tension grew between Anglo- 
phone Protestants and Francophone 






pre-independence elections. French. 
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Roman Catholics, causing violence in 








ists such as Lini to form 


phone national 
mass party, the 


the Pacific’s only 
Vanua'aku Pati (My Land Party) claim- 
ing about 4,000 of the territorv's 
112,000 people as members. 


nlike Papua New Guinea's Pangu 
Pati, which is still led by Somare, 


the Vanua aku Pati has a physical strug- 
gle behind it, an election boycott in 1977 
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| and suppression of a secessionist rebel- 

| lion by Francophone elements as the 

| country came to independence in 1980. 

| The Vanua'aku Pati and Lini have 

| remained in power despite various scan- 
dals and a reduction of their parliamen- 













































tends to be envied bv leaders in 
other Melanesian states, though they: 
are generally not impressed with Lini's. 
radical- sounding ideology. 

The Solomons Kenilorea said party. 
loyalties were fluid begause the easy 
transition to independence had not won 
any particular gratitude from voters. 

"The Vanua' aku Pati is seen as a saviour 
A the people and they remain loval to 
it," Kenilorea said. “In some ways this 
one political stability. In PNG and 
the Solomons we are constantly facing 
votes of no confidence.” | 

Lini has kept Vanuatu in the Britisit 
Commonwealth and the French Agence. 
de Cooperation Culturelle et Techni- 
que. But Vanuatu, alone of the Pacific 
island states, has joined the non-a ligned: 
movement and has declined to open di- 
plomatic relations with either the US or 
the Soviet Union. China conducts a 
small aid programme in Vanuatu’s 
Tanna Island and has offered to build à 
new parliament house in Vila. Law's: 
government has also sought me dicat: 
personnel from Vietnam. 

Vanuatu's strong condemnation of 
the Indonesian presence in East Timor 
and Irian Jaya make it a diplomatic 
thorn for Jakarta. And much E been 
made of its diplomatic relations with. 
Cuba. 

When it comes down to idealism ve 
sus pragmatism, Lini consistently jum 
for the former. *He will speak out f 
the liberation of everybody from here 
the Eskimos.” one source in Vila sa 
"and I think he actually has mentioned 
the Eskimos. These folk do try to ope 
rate from principles, a kind of ecclesias- 
tical liberation theology, while the other 
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by US diplomats from Port Moresby 
and has kept its Cuban link down to a 
isit every year or so by a Cuban ambas- 
sador, resident'in Tokyo. It has discour- 
aged Kanak independence groups in 
New Caledonia from thinking of Van- 
üatu as a potential base. 

— Finance Minister. Kalpokor Kal- 
sakau, meanwhile, is building an econ- 
-omy based heavily on tourism and the 
country's tax-haven status. One of the 
-"Manua'aku Pati's founding ideologists, 
¿Barak Sope, now runs a consultancy in 
“Vila which makes arrangements for 
foreign investors. “This does not al- 
together sit with the foreign policy," 
one diplomat in the region said. “How- 
ever, the radical position on foreign is- 
sues serves to balance a highly pragmatic 
domestic policy.” 









or is Vanuatu, or either of the other 
Melanesian countries under any 
particular pressure to swing to one great 
power or the. other. The US has been 
ontent to let Australia monitor security 
ects there, under what academic 
shard Herr has called a “sub-con- 
g' deal, and contributes aid 
‘ough multilateral agencies. China's 
tute : diplomacy and aid have tended to 
empt Soviet initiatives. 
The Melanesian countries are also 
xed about Chinese and Korean dip- 
atic competitions in the area. The 
lomons has kept up diplomatic and 
links with Taipei, but has been talk- 
with Peking this year. The two 
("eas mount competitive missions 
m time to time in what one diplomat 
Is “the usual double act." A highlight 
one recent exchange was a flag-rais- 
; duel at Port Moresby's Trav elodge 
štel. However, South Korea has a 
ar edge in official recognition. 
‘But if French reluctance to quit en- 
ouraged a degree of radical-thinking in 
nuatu, the painful and slow pace of 
ange.in New. Caledonia could make 
an eventual Republic of Kanaky some- 
thing else. Bitterness with France has al- 
ready driven some Kanak nationalists to 
pen contacts with Libya. As in the 
ther Melanesian countries, land alien- 
ation is a vexed problem that can- 
not. be solved without removing title 
rom European interests. 
Yet the Kanak- Socialist National 
Liberation Front remains a coalition of 
small. parties rather than a mass 
vement. Jean-Marie Tjibaou, edu- 
ted in a Roman Catholic seminary, 
aintains a stamp. of moderation and 
ility on the independence move- 
Barring a conservative swing in 
bach policy or amajor reaction by the 
ocal French residents, Melanesian 
ragmatism and . fragmentation could 
io > charatterise a Kanak republic. 
; — Hamish McDonald 
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ndia and Japan are Asia's only two 
large and functioning democracies. As 
the world’s second most populous na- 
tion, India could be a relatively large 
market for at least some of Japan's stag- 
gering export surpluses. On the other 
hand, Japan's prodigious requirements 
of raw materials could be met by an 
India rich in natural resources and tech- 
nical skills. And, the two countries have 
no dispute or problem between them. 
Under these circumstances there 
ought to have been a close, vibrant and 
growing economic and political. re- 
lationship between India and Japan. 
But that, surprisinglv, is far from being 


the case. 


Of late, some people in India have 


choose to call a "sudden spurt”. 

Japan's economic interest in their men 
try. 
most noticeable manifestation is the ap- 


“pearance on Indian roads of the locally 
assembled Suzuki cars, sold under the 


Indian brand name, Maruti. 
Suzuki's example has proved con- 
tagious. Several other 


dustry have been agreed to, Japanese 


expressed satisfaction over what epe 


The trend is doubtless visible. Its 


No Indo-Japanese nexus 


Asean too is rooted in history, and _ 
this is of considerable relevance to - 
India. 

[t seems that, as in the era preceding 
1945, so in 1985, Japan's vision of Asia - 
extends only up to Burma. Beyond that 
Japanese interest in Asia tapers off and 
is revived only by the Gulf, still a major 
source of oil for Japan. In its own small 

way it is also significant that in the lexi- 
con of Gaimusho, the Japanese foreign 
office, the Subcontinent is not South 
Asia but Southwest A$ia. 

The hangover of history unfortu- 
nately has been reinforced by contem- 
porary politics and strategy. Almost all 
through the period since India became 
independent -and Japan started risine 
phoenix-like from the ashes of defeat 
World War H, India has not figurou 
much in Tokyo's politico-strategy. 

This is so, despite the fact that the 
two countries started. off extremely 


collaborations Rl 
| between the two countries in the car in- 


partnership in engineering, electronics (EERS 


and other fields ts also under discussion. 


But what does this amount to? Not NR 


much if the situation is to be viewed 
realistically. 


The Indo-Japanese relationship — E 


confined almost exclusively to econo- 
mics, incidentally — remains very thin. 
Even the Marutis zig-zagging their way 


cities, are vastly outnumbered by Fiats 
and an Indian version of the British Mor- 
ris called the Hindustan Ambassador. 
Nothing underscores the paltriness 
of Japan's interest in India more vividly 
than what four highly placed Japanese 
sources, interviewed separately during 
a recent visit to Tokyo, described as 
"Japan's China fever.” 

After strenuous efforts, spread over 
two decades, India-Japan trade has 
reached the level of US$2 billion. The 
Sino-Japanese commerce is already 
twice as large and is increasing at a much 
fatter pace. Meanwhile, India has lost 
its pre-eminent position as the supplier 
of iron ore to Japan. 


panese investments in India in the same 
period are only US$58 million. ? 
Powerful ethnic, historical and emo- 
tional factors which account for Japan's 
excessive, at times obsessive, preoccu- 


Ja oan 'S concentration - on 





However. 


through the chaotic traffic of Indian. 


e 
Another telling indicator puts the. 
Indo-Japanese relationship in perspec-.) 
tive. Over the years Japan has invested. 
US$10 billion in Asean countries; Jas] 


pation with China need not detain us. 
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Gandhi: peres image. 


well. There was tremendous apprecia- 
tion in Japan of Jawaharlal Nehru's re- 
fusal to fall in line with the US-spon- 
sored Japanese Peace Treaty and to sign 
instead a separate bilateral document 
far more accommodating to Japanese 
sensitivities. The Japanese were pleased 
also by the stand taken by the Indian 
judge on the Tokyo war crimes tribunal, 


ut thie Japanese who remember this 
belong to the older generation and 


. most of them recall the two happy land- - 
marks only to emphasise. the regrettable - 
failure of both sides. 
promising foundations. Japan has consi- - 
dered. no to be too. lose t to its own, 





to build on these | 












| cach other so much as igno ed 


other. When Japanese Prime 
e Yasuhiro Nakasone paid an of- 
isit to. New Delhi in May 1984, he 


cam the first Japanese head of gov- 


t to do so in 23 years. 
dismal situation has begun to 
nge but only very slowly. Even when 
'oth sides are trying to come closer to- 
ther the momentum of old, estab- 
d attitudes persists. For instance, 
he.Soviet military presence in Af- 
'hanistan and the differing Indian and 


Pakistani reactibns to it influence con-. | 3 a 
lerably Japanese policies and, moves 


the region. Efforts to reduce areas of 
lisagreement and remove mutual.mis- 
ivings are being impeded, despite 
i + d; f 


oodwill and courtesy on both . 


what can only be called à com- 
yn gap born of divergence. of 
re and style. This point was driven 


| home to me during my conversation in 
'kyo with Japanese officials, business- | 


en, academics and journalists. | 
The Japanese, by nature, are t 
urn and men of few words, The 
peak slowly, with deliberation < 
en haltingly. The delightful. am 
dum their RES reflect i 


/— are e ple sed te 
openi ag of their Rey 


Mr. simon G rove is the. ( ; 
| and the asl L | 


be abe to assert themséhves n 
against his reforms. 9 


a Pea pgo attt aa nas I Mana A DAI Gana 


contrast, talk too much, too fluently and | 


too emphatical ly. 
For the Japanese a pause in conver- 


‘sation is a necessary device, sub | 
convey a message or stress a. point. For | 


the Indians. any break in the. torrential 


flow of words is an “awkward pause" to | 


be filled at once. The Indian loves to win 

an argument. To the Japanese this is the 

height of impoliteness even though he is 
i very hard bargainer. 


' ven more than Indian loquacity, 
= Indian diversity bewilders the Ja- 


panese. The Westerners have learned to | 
make the most of the fact that different _ 
Indian. agencies, central or provincial, 
in a country of continental dir SEO! 
often tend to negotiate with foret 
separately, at different times and occa- 
sionally at cross-purposes. The Japa 
. | ese are simply confi ed by this peculiar 
 Bréctice. | P 

A Japanese delegation almost o | 

d posi | against his reforms. Indeed. 


igners 


ised to oa 


“Telephone (03) 591 0890 
x clap aor 


tivist Ls sogiety. | 

It was the late prime m 
Gandhi's decision t in the « 

courage the Suzuki- Marut 
Maruti car. was the bramehild : 
younger son, the late Sanjay Ga 
that ushered in the present, m 
hopeful phase in Indo- Japanese rélat 

Since. then, several factor 
helped strengthen the tre : 
important of these is the | 
of the Indian economy, initiate 
Gandhi and inte nsified by Ber 
successor Raj 
scr db crippling, controls, i 

D and pr € Y t his is 


invest 1 enis in “ASE: an coun 
Thailand having reached "s: 
point^ — Indias $ r fo 
panese has i 


also a Dus fa fact : ve 
for. Hard-headed | lapanese a 
how far Gane " will i Japanes able to: 
vested interests assert 

lv say that China's liber 

go further and proceed faster f 


| :dia's. 


hief Repr esentative 
* Said! - 













By James Clad in Kuala Lumpur 
Malaysia’s Internal Security Act 
(ISA) is again causing controversy 
—- this time because of the way the 
“death penalty has been meted out to 
. Sim Kie Chon, who was sentenced in 
mid-1983 after conviction on charges of 
possessing a revolver and five rounds of 
ammunition. The ISA empowers the 
‘government to detain suspects for long 
“periods without trial and to execute of- 
fenders. | 
-. Sim's continuing fight to escape the 
allows has not only re-opened debate 
ut the ISA itself, but has also raised 
nsitive questions about the way capi- 
unishment under this and other sta- 
| is applied in the country. Sim's 
e attracted attention at a time when 
lalaysia’s courts are starting to sen- 
ce non-Asian foreigners to death for 
ig trafficking. Eight days after Chief 
tice Tan Sri Abdul Hamid Omar re- 
ted Sim's most recent appeal, a 
iang court condemned two Austra- 
ans to hang for drug offences. 
Little sympathy exists in Malaysia 
for either ISA or drug-trafficking offen- 
s. Calls to dilute the ISA and other 
urity powers from Amnesty Interna- 
tional, the London-based human-rights 
Organisation, a 1982 mission to Kuala 
































































lawyers (REVIEW, 6 Aug. '82), 
»ressure groups and Malaysian student 
anisations abroad have fallen on 
deaf ears. A private letter sent recently 
y 17 US congressmen to Prime Minis- 
r Datuk Sen Mahathir Mohamad de- 
ribing ISA executions as "unjustified 
| unjust" and saying the legislation it- 
| "has been used to suppress political 
ppesition” has gone unanswered. 
Jor have global campaigns against 
eath penalty won much support 
re, even from sections of the commu- 
nity such as religious groups which 
might ordinarily be sympathetic. Since 
1975 the government has executed 31 
drug traffickers. Government sources 
ay 48 ISA offenders have also gone to 
the gallows since 1970. Fifty-three pri- 
soners are now awaiting death for drug 
offences, with another six facing the gal- 
lows for ISA offences. 
: Despite the lack of public sentiment 
'ainst the ISA or the death penalty, 
im's case has put the ISA debate back 






































for 28 July, was. postponed pending the 
outcome of, a last-ditch appeal before 
mar in which defence counsel Karam 
gh challenged a parole-board refusal 
recommend that Malaysia's Yang di- 
ertuan Agung, or king, spare Sim. 

Karam used a racially sensitive tactic 















capital case revives debate over the Internal Security Act 


mpur of international human-rights 
local | 


n full boil. Sim's execution, initially set 


in his pleadings. Why, he asked, had the 
board declined to commute Sim's sen- 
tence to life imprisonment when it had 
done just that in March 1984 for former 
cabinet minister Datuk Mokhtar 
Hashim, then facing death for murder- 
ing a political opponent in 1982. If 
Mokhtar, who had killed a man, received 
mercy, why should Sim, who had not 
used his weapon, hang or not even be 
given the chance to appeal for mercy? 
Karam argued that a constitutional in- 
justice had arisen in the case. 

Omar was unimpressed by these ar- 
guements and, on 23 July, rejected 
Sim’s appeal. Karam thereupon said 


trials; to prelimi jan 


ings and to the normal r 
say evidence. ESCAR provides for a- 
mandatory death penalty upon convic- 


tion and does not Spare Eventos over 


10 years old. | 

Apart from. the ` Jawyers, otlier, 
mostly ethnic Chinese, groups have 
joined the debate over Sim's fate. These 
include various chambers of commerce, 
the opposition Democratic Action 
Party and, sensing the political mileage 
to be had from the debate, one of the 
two, mutually antagonistic factions 
comprising the Malaysian Chinese As- 
sociation — a component party in the 
ruling National Front government. 

The government is on the spot, 
forced to choose between the normal 
operation of justice and an emotive’ 
prompted campaign which, if succe: 
ful, could have a far-reaching effect on 
other. ISA capital cases. To hang Sim 
now, sources suggested, could invite un- 


| pleasant political consequences. Some 


perceive the ISA being used too readily 
against political subversives, the major- 


| ity of whom have been Chinese. 


Some*observers even draw an ùn- 
comfortable parallél between the “rush 


to justice" alleged by Karam and im- 
patience at the slow pace of executions 


officially expressed just days before - 
Omar's decision. On 12 July, Deputy. 
Home Affairs Minister Radzi Ahmad 


startled foreign listeners by announc- 


E ing: "We plan to hang a person every 


Drugc offenders: facing death pena 


Omar's judgment had no validity, ac- 
cusing the chief justice of having cut, 
without authority, the time available to 
file Sim's appeal from six weeks to three 
days. Omar then filed a complaint 
against Karam, describing the lawyer's 
allegations as "highly i mischievous” and 
“most contemptuous.’ 


he resulting row has touched a raw 
nerve, coming on top of the reference 
to Mokhtar's commutation. Togompli- 
cate matters, other voices have joined 
the fray, The Malaysian Bar Council, a 


lawyers’ professional organisation, was | 
to hold a special meeting on 10 August 


to discuss the ISA. Council members 
have lodged resolutions urging the gov- 
ernment to commute Sim's sentence and 
blasting “indiscriminate” use of the ISA 
against firearms possession. 


The Bar Council has sparred with the 
seve cornet Delore M the ISA. It | 





|| week,” 


| dicts, “with no end in sight." He. 





and by complaining light-heart- 
edly about appellate. procedures that 
"stretch out the time between sentenc- 
ing and execution" as much as two 
years. 

Malaysia's leaders make no apology 
for their use of capital punishment 
preserve national security — threate 
ed, as they see it, by lingering com- - 
munist terrorism, religious fanaticism 
and drug abuse reaching epidemic pro- 
portions. Sources point out that the 


ISA has been used against prominent 


Malays in the past and note recent de- 
tentions of members of the Malay oppo- 
sition Parti Islam (Pas). They insist the 
ISA is not ethnically motivated. 

Radzi's remark was aimed in part to 
prepare international opinion éor man- 
datory death sentences, introduced in 
1983, now awaiting a growing queue of . 
drug detainees that includes a West 


. German, another Australian and two 
“New Zealanders — a mother and her 


19-year-old son. 

Deputy Prime Minister and Home 
Affairs Minister Datuk Musa Hitam | 
told correspondents recently that Ma- : 
laysia now has 106,000 registered ad- | 
idded - 
that for political subversion or drug traf- _ 
ficking, “I make no apolo y for the — 

















The Look of Success 





How do you measure prestige and value in a car? Do you look for 
world-beating safety and outstanding quality? Do you look for 
performance, handling and legendary reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for a 
host of built-in luxury and comfort features? 

T If so, what you're looking for sounds remarkably like the cars in 
the new Volvo 760 series and 740 series. . 

But don't just take our word for it. You can visit your nearest Volvo 
showroom and see for yourself 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 Turbo. All of them 
safe, reliable and very Volvo. 


VOLVO 


o 
For turthet intormation please contact: BRUNEI: United Motors Sdn Bhd, Bandar Seri Be j K f ' i 
INDONESIA: Pt/Central Sole Agency. Jakarta, JAPAN: Teijin Volvo Corporation. Tokyo, MALAY Federal 
SINGAPORE: SM Motor$ Pte Ltd. SOUTH KOREA: Arlee Associates Ltd. Seoul. TAIWAN: Cannon Taiwan ted. Taipe i 
Bangkok For personal export, please contact your nearest Volvo Dealer or Volvo Tourist D } 


Michael A. Stone 

Regional Director 

for South East Asia/Far East 
Thomas Cook Financial Service 
Flew: 140000 km in 1984 
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“[deally, this is what every frequent 
traveller needs in an airline. | 
In'reality, Garuda seems to 


have figured it out.” 


aruda has provided the 
traveller with a business 
class that really does cater 
to his needs. 





In every way, Garuda’s 
... w Executive Class puts the 
businessman first. 





GARUDA 
EXECUTIVE 


9 Of course, cock tails and =CLAS = 


drinks are complimentary 
throughout the flight, as are 
the specially chosen wines. 
There is a choice of 2 
menus, Asian or 
European, each 
dish prepared to 
seduce the most 
discerning 
palate. 











Upon boarding, 
passengers are escorted to their 
^7^ts in the nose of the aircraft. 

s section, previously reserved 
for first class passengers, combines 
a spacious environment with a 
secluded, intimate atmosphere. 


The unique location 
allows greater freedom of 
movement and provides wider, 
deep-cushion easy-seats. The 
pertect combination for a 


No airline has 


comfortable flight. understood and fulfilled executives’ 
But it is Garuda's needs better than Garuda. 
exclusive services that truly set . Garuda's new Executive 


their Executive Class apart. Class is the beginning of a new era 


To facilitate the ^working' of business travel. 


passenger, Garuda provides a 
aruda Where executives come first. 


letter paper, and colourful 
postcards to T you in touch 
e 


stationery portfolio with desk pad, 
with loved ones left behind. indonesian airvvays 





è Melbourne € Paris € Penang * Perth € Port Headland @ Rome € Singapore € Sydney * Tokyo * Zurich 





Martell Cognac. The spirit of France. 





of the Bud Abt sotto Cos- | 

the pair at one point engage 

ue which has become aclassic | 

ilm enthusiasts — or perhaps 1 

Id write “movie buffs,” since the re- 

pattee is understandable onl by some- | 
one who knows the basics of baseball. 
"Lou is asking Bud about becoming a 
ballplayer, and Bud is describing a team 
with some usually named players — 
Messrs Who, What and I Don’t Know. 
It struck me that the dialogue could be 
made more comprehensible if the base- 
men were Chinese. Ai isa northern | 

_ Chinese surname, and we could add the 
given names Deng-nuo (which: would | 
“make the full name mean literally 
-Dwarf Deng Agrees). Hu is another | 
common name (as in Chinese party 
General Secretary Hu Yaobang) and 
Watt is a reasonably common. Can- | 


family name (the equivalent of | 
4i orthern Chu. Or Qu, as pinyin has. Ege 


^ So: now the Lou and Bud dialogue | 
„would go as follows: - 

bbott: Strange as it may: seem, they | 
giv | ballplayers nowadays cm poculi r 


llo: Funny names? M NES NM 
tt: Nickname$. Now on the st | 
on first, Watt's on sec- 
Deng-nuo’s on third — 
That's what I want to find out. 
want you to tell me the names of the 
fellows on the St Louis team. 05 
Abbott: I'm telling you. Hu's on first, 
hid s on second, Ai Macc: on 


bot tt: Mes. 
Abbott: Yes. 


: Well, then, who's s playing first? al l 


Costello: I mean the fellow’s name on 


llo: The fellow playing first base. 
| u 

T Costello: The guy on first base. 

| Abbott: Hu is on first. 

E Costello: Well, what are you asking me 


| for? 


: : - Abbott: l'm not asking you — I'm tell- 
j ing you. Hu is on first. 
[| Costello: Tm asking you — who's on 


T first? 


_Abbott»That's the man’s name. 
1- Costello: That's who's name? 
| Abbott: Yes . 
Costello: All Pm trying to find out is 
/hat's the guy's name on first base. 
Abbott: No. No. No. Watt is on second 
base. 
Costello: I’m not asking you who’ son 
"cond. 
Abbott: Hu's on first! 


' IN April various digas gathered 
Bandung, Indonesia, to man the 40th 


needs extensive restoration. 


island offers bea 
| clear waters would. 
swimming i in. the sum 


Singapore newspaper The Straits Times 
to publish a feature on 24 April recalling 
the splendour of the first get-together. 

The writer remembered fondly: 


At the opening core cere- 

mony on April 1 

Bandung was alive we 

pomp ` and splendour. The 
whole road from Hotel 

Savoy Hauffman was cor- 

doned off. 

It was like a fashion 
show. The colourful cos- 
tumes of the African dele- 
gates captivated the 

tors. U Nu wore a 
rp-pointed hat, the 
Burmese sarong and all 
his delegates were also in 
Burmese attire 
., Gen Romulo wore his 
Philippine barong and 
tegalog made of thin silk 
and sparkling, white | | 
trousers. Nehru and his |. 
. delegates wore the white | - 
songkok. type of Indian 
cap and the loose Indian 
: costumes, while Col Nass- 
. er, in his military uni- 
form, led his. Egyptian | 
mission. in European | 


‘Delegates. from the 
Arab countries wore the 
white. galabiya, covering 
the crown of the heads 
with a ring of cloth, — 

But the loudest ap- 
lause was reserved for 

who led the Chinese | 
delegation. Wearing. a 
smile, he waved at the 
. crowd, a large number of 
them overseas Chinese. 
| They cheered and NIIS 

: as he walked past. 


Zhou Enlai would have worn a Mao jac- 
ket; anyway, something more formal 
than just a smile. No wonder the crowd 
cheered and'clapped. — — 

e i WAS chatting recently toa Chinese | 
Official who had just visited an island off 
the coast of South China; Shang Chuan 
Dao, which has hopes of attracting a 


| large US investment to convert it to 


tourist resort. It will need a lot of work: 
at the moment it can only be reached 
from Hongkong via Canton, with a sea 
crossing by ex-military landing craft. Its 

main historical claim to fame fortourists 
is that it was there, in 1552, that the 
Basque» Jesuit missionary, St Francis 
Xavier, died and the island boasts a 
church consecrated to his memory. The 
building is still structurally sound 
though the interior, due to the ravages 
of time and probably the Red Guards, 


But the official was enthusiastic: the 
| beaches and its 
hs fovide wonderful 


As Mike atio. whe: sent the cut- | 
ting, comments, one wouldi imagine that 


plenty of wild animals, he 
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 Banyan Lake 


| 
| 


would be perfect for hunting. 
@ WILD-life preservation do 
appear to be high on China's | 
priorities, except possibly for the. 
lomatically useful panda. C 
Pemberton sends some extracts fro 
China Travel Service guide to the pi 
turesque city of Guilin, “The Crow 89 
Superb Landscapes in China.” At one 
of the local restaurants, the Tonglai 
Guan (“Come-in-Together Rests 
rant"), the following game dishes a e 
available: "Lynx meat, bamboo r 
crocodile, muntjac, turtle, giant sal. 
mander, pigeon, bamboo partridge 
wild boar meat, frogs’ legs, snake b o 
roasted suckling pig and | i TA 
ciality of the restaurant was "Iynx t 
cooked with soy sauce." 

At the ded anh: PORI in oe t 


cu. 


petu pcs 
crocodile and | | 


ee, X 
otel, ~ 
able are lynx meat .. . beaver m 
dog meat stewed with Soy -* 
crocodile cooked with vam and 
chinensis, chicken stewed with 
ginseng . . . fishslice porr idge à 
white fungus boiled with dove eg 
ee (or more E D m 


what Wines chinensis i is. 
A crocodile cutlet, anyone"? 


.* EARLIER this yeat, à 


company in conjunction with the 
Exhibition Centre staged two e! 
tions, one featuring ‘light int 
machinery and the other power ¢ 
tion. The shows were entitled: 


i 


A AGRO-85 and POWER- 85, Beijing d 


I'm sure they had nothing to dos 
the disturbances which took pla 
Hongkong had beaten China in a Wi 
Cup football match. In any event; af 
king firm offers firm offers useful c cover: 


TRE PEOPLE'S INSURANCE COMPANY OF CHA 4 


| Head Office: Beijing Esteblighed im Poder" 
| ERECTION ALL RISKS POLICY 
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(Specimen) 
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€ THE China syndrome: 
tique i n Y Hongkong: 





FOREIGN RELATIONS 


Tension on the border 


A Thai-Lao dispute over three villages remains unresolved 


c 
By Rodney Tasker in Ban Bo Bia 
Thai soldier peered through his 
binoculars at a red Lao flag flutter- 
ing on a small hill a few kilometres away 
near a village which Bangkok claims as 
part of Thailand. He then swung thé 
field glasses around to another hill only 
500 m away where Lao troops had dug 
in and were, presumably, watching the 
Thai troops on their fortified hillock. 

Over the past year, Thai and Lao 
troops have sporadically traded rocket 
and mortar fire, though the Thai sol- 
diers have now withdrawn from three 
disputed villages near the border. Now 
the area in what the Thais say is part of 
their northern Uttardit province and 
what the Lao call their Sayaboury bor- 
der territory is relatively peaceful, with 
only an occasional small-arms clash be- 
tween the two forces. But the diploma- 
tic war between Bangkok and Vientiane 
over the disputed territory is as active as 
ever. 

Bangkok claims the three small vil- 
lages of Ban Mai, Ban Klang and Ban 
Savang are part of Thai territory by vir- 
tue of a 1978 US aerial-survey map 
which shows them on the Thai Chao 
Phraya river side of the agreed border 
— demarcating the area's watershed. 
Vientiane, backed by Viet- 
nam and Eastern-bloc coun- 
tries, insists on a 1907 map 
drawn by Laos’ former 
French colonial masters, 
which puts them in Lao ter- 
ritory. 

With a population of 
only 1,072 in a remote, 
mountainous part of the 
land border area dividing 
Thailand and Laos, the 
issue hardly seems worthy 


of such a diplomatic and Guit of 


Thailand 


military confrontation. But 
the dispute, which has drag- 
ged on since March 1984, 
was the subject of a Lao 
protest letter to the UN 
Security Council in October 
1984 and is still the theme 
for harshly worded denunci- 
ations by Laos of a neighbour with 
whom it has normally enjoyed close, al- 
most brotherly relations over much of 
the countries’ history. 
In June, the Lao Foreign Ministry 
roposed a further round of talks with 
Bangkok on the issue — two previous 
attempts to negotiate a settlement of the 
dispute in late 1984 ended in deadlock. 
The proposal was formalised in à letter 
on 1 July from Lao Foreign Minister 
Phoune Sipraseuth to his Thai counter- 
part, Siddhi Savetsila. 



















But Phoune insisted in his letter that 
Thai troops had still not completely 
withdrawn from the area of the three 
villages, and two weeks later his deputy, 
Soulivong Phasitthidet, used barbed 
language against Thailand when he told 
a press conference in Vientiane: 
"Lately, the relations between Laos and 
Thailand have become more tense 
owing to the collusion between the Thai 
ultra-rightist reactionary forces and the 
Peking expansionists. " 

It is this sort of language from Vien- 
tiane which exasperates the Thais, who 
would rather defuse the situation and 


THE THAI CLAIM 


THAILAND e 








tone down the 
rhetoric first before 
engaging in further 
talks on the issue. Al- 
most every statement 
from Vientiane on the 
issue has referred to 
$ “ultra-rightist, reac- 
tionary circles” in the 
4 Thai leadership. In a 
statement rejecting 
the Lao proposal, the. Thai Foreign 
Ministry accused Vientiane of ipterfer- 
ing in Thai internal affairs, creating divi- 
sions between the Thai Government 
and people, and maintaining an atmos- 
phere which has not been conducive to 
re-establishing friendship between the 
two countries. 


T 


he Thais also take the official posi- 
tion that, while there may be 
ideological differences between the 10- 
year-old communist regime of the Lao 





Thai soldier: raging diplomatic war. 
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People’s Democratic Republic and 
Bangkok, they are not strong enough to 
seriously erode the substantial ethnic 
ties which stretch across the Mekong 
river. Bangkok sees the shadowy hand 
of its old foe, Vietnam, behind every ut- 
terance from Vientiane. Vietnam has 
stationed as many as 40,000 troops in 
Laos and has “advisers” in its govern- 
ment ministries. i 
Hanoi has accused Thailand of open- 
ing fire on Lao troops and violating Lào 
territory, and has constantly stoked the 
diplomatic fires of anti- Thai sentiment 
over the issue. In reply, Bangkok in 
May issued a statement saying: "Viet- 
nam and its client states [Laos and Cam- 
bodia] are determined to do everything 
they can to destroy 'Thailand's good 
reputation and to de-emphasise the im- 
portance of the Kampuchean problem.” 
This was a reference to Thai su$pi- 
cions that Vietnam is using the Thai- 
Lao issue to draw attention away from 


ROONEY TAS» 


its military occupation of Cambodia, 
and also perhaps to persuade wavering 
UN member countries to withdraw their 
support from the Democratic. Kam- 
puchea resistance coalition, which Thai- 
land and its Asean partners support. 

Nevertheless, in late July Bangkok 
went halfway towards accepting Vien- 
tiane's latest proposal by sending a 
Foreign Ministry delegation to Laos for 
bond. discussions on improving bilat- 
eral relations. 

If these talks lead to further negotia- 
tions on the three-villages issue, what 
Bangkok specifically wants is for Vien- 
tiane to agree to take part in a joint tech- 
nical survey team to go to the area and 
establish where the Chao Phraya- 
Mekong watershed lies at this point so 
as to demarcate the border on the basis 
of the 1904 Franco-Siamese treaty. The 
treaty stipulates that the divide between 
waters flowing into the two rivers is the 
frontier. 
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Meanwhile, the military stand-off in 
the area of the three villages continues. 
The Thais withdrew their troops, from 
the Ist Cavalry Division, to within a few 
kilometres of the villages in October 
1984 “to avoid an unnecessary confron- 
tation.” A dirt road which was being 
built from the Sa district of Nan pro- 
vince to the area, which was intended to 
run through the villages to the main set- 
tlehent of Ban Bo Bia — which of- 
fended the Lao people and led to at- 
tacks on Ranger troops protecting 
the road workers — has now been di- 
verted southwards to avoid the disputed 
area. 

Yet, according to the commander of 
the Thai army task force in the area, 
Lieut-Col Kraifek Kantongkham, there 
are still about 800 Lao troops occupying 
the villages and their perimeter, backed 
by 105mm and 130mm artillery pieces. 
Krairek also said Thai artillery in the 
area included 155mm howitzers. Since 
Jctober 1984, one Thai soldier and a 
illager have been killed in rocket and 
mortar attacks by the Lao, and at least 
four bodies of slain Lao troops have 
been spotted. 


few kilometres away from the dis- 

puted area, the Thais have set up 
what they call a resettlemenj village — 
as opposed to a refugee camp — at Huay 
Yang to cater for the 992 inhabitants of 
the three villages who originally fol- 
lowed the troops when they withdrew. 
Vientiane claims they were forced by 
the Thais to leave their homes. 

Some of these have since returned, 
mainly to tend to cattle and other live- 
stock they left behind but 762 still re- 
main in Huay Yang, growing their own 
rice and vegetables in the fertile area, 
supplemented by rations of food and 
other necessities supplied by the Thai 
Government. If the villagers considered 
themselves Lao before, Thai official 
'enevolence must be changing their 
ninds. 

According to Huay Yang headman 
Mai Siboonruang, most villagers speak 
the northeastern Thai dialect, and be- 
cause of cross-border intermarriages 
and centuries of easy, friendly relations 
with the Lao, there was no marked dif- 
ference between the two peoples. 
"We're Thai," he said. “We all feel 
we're Thai — even those people who 
went back to the villages still feel they 
are Thai." 

Whether the people feel they are 
Thai or Lao probably makes little differ- 
ence at the social level, but the Thai 
Government has helped the villagers set 
up a new primary school where 170 
children are being taught in Thai. The 
Huay Yang community has the over- 
whelming appearance of a permanent 
settlement — in an area which has be- 
come a reluctant microcosm of the 
ideological and territorial rift between 
Thailand and its three communist In- 
dochinese neighbours. oO 
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In victory’s wake 


Parti Bersatu Sabah restructures the state’s new government 


.— By Suhaini Aznam in Kota Kinabalu 


hree months after it won the Sabah 

election, the Parti Bersatu Sabah 
(PBS) government has jealously set 
about consolidating power — while in 
the wings, its two rivals wait for a chance 
slip. For the young party, governing has 
posed a greater headache than the bat- 
tle for power. 

The Muslim-based United Sabah 
National Organisation (Usno) of 
former Sabah chief minister Tun Mus- 
tapha Datu Harun is poised to re-enter 
local politics. The party hopes, through 
legal action, to get Chief Minister 
Datuk Joseph Pairin Kitingan’s ap- 
pointment declared null and void. 

That suit, brought by Mustapha 
against state Governor Tun Moham- 
mad Adnan Robert and Kitingan, being 
heard by the Kota Kinabalu is High 
Court. Whatever the court’s decision, 
the case will almost certainly be ap- 

aled to the Supreme Court in Kuala 

umpur (REVIEW, 6 June). Meanwhile, 


the Sabah state assembly held an 


emergency sitting on 3 August to pass a 
vote of confidence in Adnan and to 
propose amendments to the state con- 
stitution. 

For its part, the more recently van- 
quished Berjaya Party of deposed chief 
minister and former party president 


| Datuk Harris Salleh has been jolted 


awake from its torpor of confidence. 
Revitalised after a 14-15 July party as- 
sembly elected new party leaders, as- 


| sembly delegates were optimistic that 
| Berjaya could rule again in the state 
after the next election in five years’ 
time, 


drawing away disillusioned 
Chinese and Kadazans from PBS and 


disaffected Muslims from Usno. The 


Kadazans are an ethnic group indigen- 
ous to Sabah. 
Meanwhile, though initial signs indi- 


cated that a spate of bombings one 


month after the election might lead 
Kuala Lumpur to declare emergency 
rule in the state, the crisis mood has 


abated. 


For the first time, the United Malays 
National Organisation (Umno) — the 


dominant party in the ruling National 


Front coalition — discussed Sabah at its 
Supreme Council meeting on 20 July, 
though “no stands were taken," said 
Prime Minister Datuk Seri Mahathir 
Mohamad. For the time being the fed- 
eral government seems willing to wait 
and see, said a well-placed source, giv- 
ing the PBS six months to prove itself as 
being devoted to the national interest 
and fair to all groups in Sabah — with 

articular meference to the position of 

alays — before deciding whether to 





support the PBS application to join the 
National Front or remain an opposition 
party. 

The Malays have closed ranks since 
losing the election, say Sabah politi- 
cians. The rude awakening to combined 
Kadazan and Chinese power has left 
Malays in the position of being a minor- 
ity in their own land, a Chinese politi- 
cian said. 

"When we fought Berjaya in the 
election, we thought we were replacin 
one  Malay-led government with 


another.” said an Usno worker. “In- 
stead, we toppled Berjaya and got a 
Catholic government.” Echoing an oft- 





Kitingan; Mustapha: court battle. 


heard remark in both Sabah and Kuala 
Lumpur, the worker added: “Surely, we 
cannot allow Muslims to be ruled by 
non-Muslims.” 


Iis eiectioo Sabah has indeed grown 
very polarised ethnically. Coun- 
tering revived Malay unity in the state 
since the election, is the Kadazan con- 
viction that it should rule *since Sabah is 
the only place on the face of this earth 
where there are Kadazans,” a young 
Kadazan woman asserted. 

Both Usno and Berjaya are trying to 
provide a Malay-Muslim alternative to 
PBS’ Kadazan-Roman Catholic ap- 
peal. Differences in personalities alone 
did not cause Malay and Muslim Datuk 
Mohamad Noor Mansoor, formerly 
Berjaya's secretary-general, to defeat 
Minister in the Prime Minister's De- 
partment Datuk James Ongkili, a Kada- 
zan and Berjaya’s deputy president at 
the time, for the party's presidency, 
Berjaya insiders said. Many in the party 
wanted to keep Berjaya's leatderifün in 
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Malay hands, ind many others Wanted) j 


to avoid making the party a “mirror- 
image” of the PBS, with Kadazans in 
the top two party slots. 

Ironically, Berjaya appears stronger 
in defeat than it did in power. Trimmer 
now, having rid itself of many hangers- 
on who bloated its ranks when it was in 
power, Berjaya boasts that its current 
members are again the idealistic corps 
which first put the party in offic in 
1976. Free now from the time-consum- 
ing business of running the state, Ber- 
jaya can concentrate on strengthening 
its own ranks. 

Usno appears less lucky. Observers 
said that Mustapha, at 67, is Usno’s sole 
rallying force with no obvious succes- 
sor. His son, Datuk Hamid Mustapha, 
has neither the same charisma nor 
drive, they say. A pre-election defector 
from Berjaya, newcomer Datuk 
Yahaya Lampong, is variously de- 
scribed as a more energetic potential 
successor Or an ambitious trouble 
maker. He was Usno's spokesman ot. 
several occasions and led the walkout 
from the state assembly in protest over 
the PBS government's legitimacy at its 
inaugural sitting on 20 May. 

e PBS government has its own 
problems, giving priority to sorting out 
Sabah's fimances. The Berjaya govern- 
ment handed over mear-empty coffers, 
state Finance Minister Bernard Dom- 
pok has said. 

Mohamad Noor, who was finance 
minister under the ousted Berjaya gov- 
ernment, angrily rebutted that there 
was M$430 million (US$175 million) in 
the state treasury when the assembly 
was dissolved prior to the elections. 
Dompok rejoined that with M$455 mil- 
lion in reserves but only M$174 million 
of that in cash, and with M$195 million 
due in debt-servicing this year, growing 
to M$451 million in 1991, the inherited 
state finances were “a mess.” 

Berjaya criticism is equally sharp 
“We are the opposition [in Sabah] bu 
they are the ones making fierce accusa- 
tions,” Mohamad Noor said, adding: 
“The PBS must stop acting like a politi- 
cal party and more like a government.” 

Neither the state government nor the 
Opposition wants to scare off investors 
in a climate already dampened by a slug- 
gish economy in the country. Sabah 
contractors have complained that a few 
private-sector projects have been stall- 
ed for lack of funds. 

Kitingan’s administrative energies 
have thus been dissipated on several 
fronts. In addition, Kitingan has been 
accused of discriminating against Mus- 
lims and Malay civil servants in the state 
— charges he has unswervingly denied. 
A few Sabah Muslim's, however, were 
said to be transferred to positions they 
view as being sent into “cold storage." 

Kitingan did give the more impor- 
tant posts in his state cabinet to Kada- 
zans and granted several political ap- 
pointments — municipal councillors 
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ers. But while even his detractors con- 
cede that “it is only normal” that sup- 
porters be rewarded for their loyalty, 
some of them fear that Kitingan will be 
too heavily influenced by his advisers. 
The most potentially damaging ap- 
ointment, some say, was that of PBS 
egal adviser Datuk Herman Luping to 
the post of attorney-general, succeeding 


Datuk Nicholas Fung when he retired in | 


June. Luping had served as a deputy 
chief minister under Mustapha when 
Usno ruled the state between 1967 and 
1976, and several Sabah and federal 
politicians as well as some civil servants 
see him more as a political figure than a 
non-partisan member of the state legal 
service. 
More generally, Sabah political pro- 
fessionals point out that the PBS gov- 
ernment is manned by raw political re- 
cruits, despite the government's claim 
-åf having more professional politicians 
its list of election candidates than 
«aher of its rivals. Only Kitingan, in his 
ears as state minister of housing and 
^ cal government, and possibly Deputy 


Chief Minister Mark Koding, a two- 





term MP, have had sufficient political | 
experience to lead the state, said some | 


Sabah opposition politicians. 
3 
|: is in this atmosphere that plans to 
purchase a voice for the PBS emerged. 
Of Sabah's two English-language daily 


newspapers, Berjaya holds 83% equity | 


in the Sabah Times, while the Daily Ex- 
press, owned by Tan Sri Yeh Pow Tzeh, 
a former Berjaya vice-president, is per- 
ceived to be still sympathetic to Ber- 
jaya. 

Earlier rumours that the PBS was 
looking to buy the newly revived Na- 
tional Echo, a peninsular newspaper, 
proved false. The party is, however, ap- 
parently looking to buy a small Sabah 
""blication, one which already holds a 

vernment printing licence — and re- 
vive It. 

But the PBS ts also painfully aware 
that to do this would be tantamount to 
admitting that it is no better than its pre- 
decessors in wanting to control a section 
of the media and engage in image sell- 
ing. Image is at a premium in Sabah, 
where voter loyalty is almost non-exist- 
ent. Both Usno and Berjaya pushed 
hard in a state voter-registration drive in 


July justin case by-elections were held | 


or Usno succeeded in its High Court 
legal suit. 


‘Meanwhile, the PBS’ entry into the | 


National Front is still uncertain. And the 
National Front is in a quandary: if the 
PBS is admitted, the federal government 
would have far greater direct control 
over the governing of Sabah, a National 
Front source pointed out. It would, how- 
ever, lose its credibility with its junior 
partners who would be forgiven for 
thinking that the National Front would 
always accept victors — any victors — 
without applying other criteria. Oo 
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Prof. for all seasons 


Suharto brings an academic-turned-diplomat into the cabinet 


By Lincoln Kaye in Jakarta 

W ith the appointment of the 56-year-old former University of Indonesia 
(UI) dean, Fuad Hassan, as minister of education and culture, President 

Suharto satisfies a broad spectrum of interests and ends a month of speculation 

following the death-in-office of the ministers predecessor, Nugroho 

Notosusanto, in June. 





Academics and students hailed elevation to the cabinet of a well- 3 
liberal Fuad 


colleague and mentor whose record on campus issues is relatively 
has also been active in the ruling Golkar party, 

ary Sudharmono, announced Fuad's 
credentials and he has served I 's military establishment as director of 
weer of Strategic Studies for the Defence and Security Council from 
1 g * 


But it was as a diplomat that Fuad made his reputation. Afer M | 


1976-80 as Indonesia's ambassador to Cairo — where he was a confidant of the 
late E n president Anwar Sadat — he returned to head the F 
Ministry sresearch and dev t section, where his tenure coincided 
Jakarta's efforts to expand its diplomatic horizons beyond Asean to pursue a 





ode 
Nugroho; Suharto: ending speculation. 


and 


ue active tei policy, ae) ee a one in the non-aligned movement. Indone- 
as especially open, while foreign associates 


found the iod Fuad able and articulate. 
Some observers wondered if Fuad’s lack of administrative experience 
might handicap him in his stewardship of the massive Education Ministry. Al- 
PM ABL MUMAtUportc considered as a Nugroho's success- 
or at the Ministry of Education, many discounted his chances since he could 
not be considered familiar with the inner workings of the bureaucracy. Other 
educators with less eclectic backgrounds, senior bureaucrats and even à 
couple of cabinet incumbents now holding different portfolios were consi- 
dered as stronger candidates for the minist re 
Many observers — i report Fuad himself — thought it 
likelier that he would be Nugroho in his other post as 
aye of UL. — new education pe is a popular lecturer aos former Re 
facul chology aen prestigious university, where some 
redecessor’s xl licies had stirred 1 pe For the time 





one of the scis facing Fuad in his new 
post. The national education system is undergoing a wholesale curriculum re- 


vamp; key textbooks are due for rewrites; the role of private schooling is under 
serious review, and Islamic schools are being u and demanding great- 
in the upper secondary grades are growing 


er official 
faster than job opportunities or university places. Asa result there isa 
ei graduates, teacher shortages, an erosion of standards and a 
to 


overseas. Faced with problems such as these, comments one 
edat mu wonder Suharto should turn to an academic with finely tuned 
diplomatic and strategic instincts. 
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whose chairman, State Secret- — 
intment. Fuad also has good Muslim Ti 
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By Salamat Ali in New Delhi 


he year-long exchange of small-arms 
and artillery fire between Indian and 
Pakistani soldiers along the 67-km-long 
Siachin glacier has led to a steady mili- 
tary build-up on both sides of the unde- 


- fined border area. The tussle is for con- 


trol of the strategic icy wasteland, as 
both sides watch each other in what they 
describe as an eye-ball-to-eye-ball con- 
frontation. 

Lieut-Gen. M. L. Chibber, com- 
mander of India's Northern Command 
which is assigned the defence of 
Kashmir and parts of Himachal Pradesh 
and Punjab, said on 29 July: * Tension 


| persists due to intermittent shooting, 
and the current situation is worse than it 


was last vear." 

Since 23 June 1984, when the first 
small clash occurred, Indians have held 
3,000 km? of glacial territory which 
Pakistan considers its own. Indian esti- 
mates place the number of Pakistani sol- 


-diers killed or injured in the area so far 


at 100 against India's losses of about 40 
Officers and men, who died due to 
"operation-related" causes — mostly 
avalanches. 

Pakistan often denies Indian reports 


— of clashes on the glacier and seems to be 


laying down the confrontation. Is- 
amabad's military regime cannot afford 
to invite criticism at home for ignoring 
its primary duty of guarding the frontier 
and instead concentrating on fighting 
domestic political dissent. 
At the northern end of the line of ac- 
tual control established in Kashmir dur- 
ing the 1971 India-Pakistan war, Siachin 


_ is flanked by the Slatoro hills and the 


Karakoram mountain ranges. Flat in 
the valley, it rises from 12,000 ft to 
about 20,000 ft. The area includes more 


- than a dozen well-known conquered 
and unconquered mountain peaks 


which India opened to international 


- mountaineering in June on condition 
- that each expedition would be led by an 


Indian. 
The current confrontation between 


New Delhi and Islamabad stems from 
two factors. First, since Kashmir is a dis- 


ws territory and the Pakistan-India 
order is clearly demarcated and ac- 


. cepted elsewhere, permanent territorial 


ins are possible in Kashmir alone, 
cond, since the Karachi Agreement 
of 1949 first defined the territorial 
claims of each side in Kashmir, the 
ceasefire lines on maps drawn during 
the 1965 and 1971 wars have. always 


. stopped at grid reference point NJ 9842. 


There is only a vague mention that the 
line then proceeds northwards to the 
glacier. The icy wastes of the Siachin 
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Keeping troops on ice 


- India and Pakistan build up forces on Siachin glacier 


glacier were considered too forbidding 
to worry about, and both sides assumed 
the other would not claim it. 

Some Indians argue that Pakistan 
was clever to establish its claim by en- 
couraging successive international moun- 
taineering expeditions to climb peaks in 
the area. For more than a decade, many 
international mountaineering journals 
have listed these expeditions as having 
been made in Pakistan. And some 
American maps show the line of control 
extending beyond NJ 9842 up to the 
Karakoram Pass. Pakistan Foreign 
Minister Sahibzada Yakub Ali Khan 





Indian patrol: undefined border. 


told his national assembly early this vear 
that the Siachin glacier region has al- 
ways been part of Pakistan. 


nterest in Siachin arose in India due 
to two factors. First, changing 
technologies have made it possible not 
just to claim part of the territory but to 
occupy it. Secondly, India believes Pakis- 
tan will attempt to extend its line of con- 
trol to touch the Aksai Chin territory in 
China, thereby weakening India's posi- 
tion in its border dispute with China and 
acquiring a strategic ability to cut off 
the Ladakh region in any future conflict. 
New Delhi has been uncasy over re- 
ports of two highways linking China's 
Xinjiang province through the Khunj- 
rab and Mintaka passes with Pakistan's 
Karakoram highway. The highway di- 
vides below Gilgit and goes down to Is- 
lamabad via Muzaffarabad in Pakistan's 
part of Kashmir and Mansehra in Ab- 
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ntier 
Province. Besides, the main Karakoram 
highway, which goes through Khunjrab 
pass in the north and crosses into Xin- 
Jiang, passes through Aksai Chin to 
enter Tibet. New Delhi's uneasiness 
grew further with reports from Peking 
that China had started upgrading the 
Karakoram highway to handle 30-ton 
trucks and was also thinking of budding 
a railway line in this area where China, 
India, Pakistan, Afghanistan and Soviet 
Turkestan come closest to one another. 

The initial Indian response was 
sporadic patrolling of the area followed 
in 1981 by reconnaissance missions 
across the glacier by teams from the 
High Altitude Warfare School. Pakis- 
tan also began developing a high- 
altitude warfare force around elements of 
the Northern Light Infantry and com- 
mandos. Towards the end of 1982, both 
sides raced to purchase special high- 
altitude warfare equipment in Europ 
military missions from both countri 
often found themselves in the same 
cities at the same time, buying from the 
same firms. But the Indians proved 
quicker, and a specially equipped unit 
of India’s Kumaon Regiment estab- 
lished an Indian presence on the glacier. 

In early July, when an Indo-Pakistani 
commissfbn met at New Delhi, the un- 
declared war on the glacier was hotter 
than ever before. Indians alleged that 
Pakistani soldiers had resorted to un- 
provoked mortar bombardment on an 
Indian post. It was said later that the 
matter would be discussed at the end of 
the month when foreign ministers of 
the two countries were scheduled to 
meet. However, even if the issue was 
discussed at the meeting, there was no 
mention of it in a list of topics released. 

Indian military commentators be- 
lieve that Pakistan is now engaged in a 
significant build-up north of Ladakh's 
Nurba Valley and that the Pakistz ` 
army is only probing Indian positio: 
The Indians fear a major thrust coura 
come from Pakistan. not merely to re- 
gain what it considers lost territory, but 
also acquire a foothold in the vallev, 
which dominates Ladakh's sole road 
link with Srinagar. 

Although Peking has hotly denied it, 
some Indian media have reported that 
China is coordinating military activity 
with Pakistan to seize the glacial area up 
to a point east of Karakoram Pass. 
However, some sections of the Indian 
press reported at the end of June the ar- 
rival in Kashmir of a team of mountain- 
war experts, led by Lieut-Gen. S. P. 
Hoon, to organise defence of the north- 
ernmost region against any joint thrust 
by Sino-Pakistani forces. 

Siachin seems to have become a test 
case for India which ts to be pursued vig- 
orously regardless of any reaction else- 
where on the line of actual control. 
Pakistan so far has not responded to an 
Indian suggestion to settle the Siachin 
issue through negotiations. 
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| Further exploration is now taking place in the 
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mon As a result, BHP is replenishing its reserves of 
¿> petroleum and minerals faster than it is currently 

soot depleting them. è 
TU During the year, BHP increased its stake in the 
.. world's largest off-shore gas fields in northern Australia. 
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SOUTH KOREA 


Hardening the line 


Opposition party ready for assembly storm 


. 

By Shim Jae Hoon in Seoul 
B: re-electing incumbent party pre- 

sident Lee Min Woo for a new two- 
year term, some 850 delegates from 
across the country attending the 1-2 Au- 
gust national convention of the opposi- 
tion New Korea Democratic Party 
(NKDP) have endorsed a hard-line pro- 
gramme designed to press ahead with 
demands for democratic reforms from 
the military-backed regime of President 
Chun Doo Hwan. 

At the same time, four of the six vice- 
presidencies went to radical supporters 
of dissident leaders Kim Dae Jung and 
Kim Young Sam, who gave birth to the 
NKDP in January and put it on its way 
to big electoral successes in the 12 Feb- 
ruary general election. 

However, results from first-day poll- 
ing for the party presidency showed the 
grip of the two Kims — who remain out- 
side the party — over the NKDP is 
vulnerable. Despite their all-out efforts 
to drum up support for Lee at the con- 
vention, the party chief won by only a 
471-vote margin over his centrist rival 
Kim Jae Kwang, who made an unex- 
pected show of strength by receiving 354 
votes, 43% of the total. The size of the 
vote for Lee was far below the 600-odd 
the two Kims had predicted he would 

et. The narrowness of his victory re- 

ected the growing resentment of 
party members of the all-pervading 
interference of the party's two progeni- 
tors. 

Meanwhile, three rounds of voting 
on the second day for the six vice-presi- 
dents revealed that the NKDP is 
afflicted with serious factional differ- 
ences, with hard-liners pitted against a 
moderate-centrist coalition, The suc- 
cess of hard-liners in taking four of the 
six vice-presidential slots provoked a 
sharp reaction from coalition leaders 
such as Lee Chol Sung and Shin Do 
Hwan, who want to avoid confrontation 
with the government even while agree- 
ing with the need for democratic re- 
forms. | 

Under a deal worked out beforehand 
with the hard-liners, it had been agreed 
that the moderate-centrists would have 
three vice-presidents. But despite pleas 
from the moderate-centrists to boycott 
further balloting in protest against the 
hard-liners’ breach of the agreement, 
convention delegates pressed ahead 
with the election for the two remaining 
vice-presidential slots, which went to 
Noh Sung Hwan and Kim Su Han, a 
centrist and a moderate respective- 


The hardline vice-presidents loyal to 
the two Kims are Choe Hyong Wu, Lee 
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Jung Jae, Yang Sun Jik and Lee Ki 
Taek. 

The new power line-up of four to two 
vice-presidents in favour of the two 
Kims has strengthened Lee Min Woo's 
hand and he has promised to carry out 
an extensive reshuffle of major party 
posts under a new mandate. With the 
two Kims outside the party still throw- 
ing a long shadow — Kim Dae Jung is 
under a suspended 20-year prison sen- 
tence and Kim Young Sam was banned 
from joining the party when it was 
launched — hard-liners are expected to 
retain positions vitally affecting the 
NKDP's overall direction. These in- 
clude key positions such as that of floor 
leader in charge of parliamentary strug- 
gle, secretary-general running the party 
on a day-to-day basis, and policy-coun- 
cil chairman. That leaves only mid-level 
positions to the moderate-centrist coali- 
tion, 


A" this would suggest that the NKDP 
under Lee will go on identifying 
itself closely with its sister organisation, 
the much more radical Consultative 
Committee for Promotion of Democ- 
racy (CCPD), a broad coalition of 
extra-parliamentary oppositionists led 
directly by Kim Dae Jung and Kim 
Young Sam. Lee’s continued supre- 
macy, coupled with numerically 
superior  vice-presidential support, 
guarantees that the CCPD will play a 
major role in shaping the NKDP's 
course. A convention-floor resolution 
inviting the two Kims to join the party in 
defiance of the government's threat to 
jail Kim Dae Jung if he joins, strength- 
ened their case. 

Their decision to accept that invita- 
tion could touch off a major political 
crisis, with the renewed jailing of the 
former opposition presidential candi- 
date. Indeed, just as the convention got 
under way, Kim Dae Jung was placed 
under house arrest for the second time 
since his return home in February — re- 
portedly to prevent him arousing sup- 
poré for the hard-liners. 

In his acceptance speech at the con- 
vention, the 70-year-old Lee, a tre- 
mendously popular figure, emphasised 
the need for negotiation by proposing to 
meet with Chun. In order to avoid a dis- 
astrous political course for the country, 
he said, Chun should also meet the two 
Kims às soon as possible. 

At the same time, he issued à new 
warning against government dragging 
its feet on implementing democratic re- 
forms, saying: “If democratic debates 
and arguments are blocked inside the 
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national assembly, we may have to find 
other methods to push ahead with our 
goal.” 

Those “other methods,” according 
tO Opposition sources, could include 
kicking off a nationwide signature cam- 
paign — starting in the autumn or early 
next year — involving millions of people 
demanding a rewriting of the basic law, 
"street parliament" public hearings to 
be held simultaneously in Seoul, Pusan, 
Taegu, Kwangju and other major cities 
to drum up support at the grassroots 
level, and the entry of Kim Dae Jung 
into the party. 

These moves are certain to invite 
severe repression from a government 
bent on imposing law and order at all 
costs, even by re-imposing martial law, 
according to these sources. The result- 
ant clashes outside parliament could ig- 
nite a political crisis of major propor- 
tions. The government is not unaware 
of these grave possibilities and Chun has 
just revealed a part of his strategy | 
deal with them — by appointing two fig- 





ures widely regarded as hard-liners to 
deal with the mounting opposition 
threat. 

Chong Sun Dok, a retired brigadier- 
general and former chief political 
aide to Chun, has replaced Lee Han 
Dong, a lawyer, as the new Democra- 
tic Justice Party secretary-general, 
and Lee Sei Ki has moved from the 
Ministry of Unification to become the 
party's new floor leader, replacing Lee 
Jong Chan, who was removed reported- 
ly for not being tough enough with the 
NKDP. 

These changes, together with the re- 
cent firing of the justice minister and 
Seoul National University chancellor in 
connection with the student seizure of 
the US cultural centre library (REVIEW, 
8 Aug.), herald a stormy opening for the 
national assembly's autumn session in 
September. o 
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“A POWER STATION IN 
MALAYSIA? NO PROBLEM. 
WE KNOW JUST THE SPOT.” 





Me 

Transfield have the equipment and expertise to tackle the most challenging 
construction engineering projects anywhere in South Bast Asia. 

Whether it is supplying steel bridges to Indonesia, agricultural aircraft to China, 
òr building a power station in MaPaysia — get Australia’s largest privately-owned 
construction engineering group working for you. 

The Transfield Group specialises in innovative solutions to tough engineering 


and construction problems. It can supply fabricated el 


steelwork and offers a wide range of management 
services and construction expertise throughout South ; tans 
Mui Plaza, Jalan P. Ramlec, Kuala Lumpur, Malaysia. fel 489-244 


East Asia for any size project. 
STAP 102.055 ( Offices also in Singapore & Jakarta.) 
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US propaganda posters; the bomb: myths ideal for political manipulation. 





Pride and purpose of Hiroshima’s spirit 


The politics of peace 


By lan Buruma in Hiroshima 
] Hiroshima is a contradic- 
tory place, both utterly 
modern and obsessed with 
the past. Devastated 
exactly 40 years ago by an 
e] atomic bomb, it is now one 
eee} of the most prosperous 
cities in Japan; a smaller version of 
Tokyo filled with huge department 
stores and fashion boutiques. There is 
nothing especially remarkable about 
the city. Its citizens are considered to be 
so average that many new products are 
first tested out in Hiroshima; if they sell 
there, they will sell . everywhere. 
Hiroshima, in modern Japanese terms, 
is a success. 

There is another side to the place, as 
obvious and obtrusive as the spoils of 
the economic miracle. Believers call it 
"the spirit of Hiroshima," cynics refer to 
it as the pikadon shobai, the “flash-bang 
trade." What is meant, of course, is the 
radioactive flash and the ensuing explo- 
sion of Little Boy on 6 August 1945. The 
key word to the Hiroshima spirit is 

ace. One hears so much about peace 
in Hiroshima that the word completely 
loses any meaning; it is used as a kind of 
mantra, the idea being that if one re- 
zats the word often enough, peace will 
e at hand. 

In the centre of the city is Peace 
Memorial Park. Before the bomb 
exploded almost directly above it, this 
island in the Honkawa river was one of 
the most congested neighbourhoods. 
Now it is the centre of the flash-bang 
trade. It is there that the many peace 
groups, each carrying their own flags, 
and mostlygn political contention with 
each other, gather every year to com- 





memorate the bombing. And there one 
finds the famous epitaph bearing the 
words: “The evil will not be repeated . . .” 
(whose evil is not quite clear). In front 
of the epitaph are placed various tokens 
from such peace-loving groups as the 
Workers Union of Leningrad. 

The park also houses the Peace 
Memorial Museum. The exhibits are 
quite horrific: wax models of atom 
bomb victims literally melting to death; 
photographs of dreadful skin diseases 
resulting from the flash; and so on and 
so forth. The explanation given through 
headphones in several languages tells us 
that the bombing was an experiment 
perpetrated on innocent people without 
prior warning. The museum booklet 
also informs us that “everyone has the 
right to live happily in peace. Is it per- 
missible for any political figurehead to 
trample this on his own authority?" 

Next door is another building with a 
library and art gallery, both meant to 
foster peace by teaching the horrors of 
war. The library has many books on the 
bombings of Hiroshima and Nagasaki, 
some books on Nazi atrocities, several 
on «he Korean War and Vietnam, but 
surprisingly few about the actual war 
that led to the tragedy of Hiroshima. 
The horrors of war depicted in the art 
gallery are all scenes of the Hiroshima 
bombing; all, that is, except two paint- 
ings which show another wartime hor- 
ror: the internment of Japanese-Ameri- 
cans after Pearl Harbour. 

The spirit of Hiroshima, so full of 
rayers, moral superiority (^we suf- 
ered for mankind"), apocalyptic vi- 

sions and political manipulation re- 
minds one of a religious cult — there 





was evenean American dressed like a 
Buddhist monk atontng for his country's 
sins in front of the cenotaph. One won- 
ders what the roughly 1.5 million visit- 
ors a year, half of whom are Japanese 
schoolchildren, make of all this, espe- 
cially those without much knowledge of 
history. 

A good place to find out is the 
museum's visitors book. Some of the 
comments are distinctly odd: a young 
visitor from Hiroshima wrote, “Punks 
not dead." A gentleman from Luck- 
now, India, commented  poetical- 
ly: “Tears falling must have been less 
to quench the thirst of the world.” A 
German lover of peace thought tha 
"This should Reagan see, too." Mor. 
remarkable and perhaps significant 
were the reactions from Japanese 
schoolchildren. Most were variations of 
the peace mantra, such as "Peace 
forever" But many shared the senti- 
ments of the girl who wrote, "Ameri- 
cans who killed so many people are 
hateful," or, * Very sad, why did Ameri- 
cans do such a terrible thing?” 


Ka 
his child is not likely to find the ans- 
wer in Hiroshima, and certainly not 
in Peace Memorial Park. The guardians 
of the Hiroshima spirit are both obsess- 
ed with history and completely a-his- 
torical. By lifting one specific event — 
in this case, the nuclear bombing — out 
of history, the circumstances in which 
the event took place, and the reasons 
why, are forgotten or ignored. By mak- 
ing Hiroshima into a symbol, history has 
become myth. And myths are ideal for 
political manipulation. 
A very common view, expressed, for 
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cample, by Yoshitaka Kawamoto, di- 
.~ctor of the Hiroshima Peace Memo- 
rial Museum, and himself an atom 
bomb survivor, is that the atomic bomb 
“transcended a normal act of war.” This 
deus ex machina was so terrible that it 
blotted out everything that happened 
before. Yasuaki Onuma, a law profes- 
sor at Tokyo University, wrgje: “Even 
granted that the war the United States 
fought with Japan was a just one, the 
fact (hat the former employed a weapon 
that deprived over 100,000 noncombat- 
ants of their lives in a matter of seconds 
.. . cannot escape criticism." A teacher 
in Hiroshima compared the use of the 
bomb to a fistfight in which one of the 
combatants suddenly pulls a gun. 

It is dubious whether there is a basic 
difference between conventional terror 
bombing and the atom bomb, apart 
from the tactical one — the bombing of 
Hiroshima came as a complete surprise. 
After all, the fire bombing of Tokyo 

lied more people and inflicted just as 

uch horrific suffering. But the effect 
of the “unfair gun-pulling, theory” is im- 
portant. Although some die-hard Ja- 
panese generals insisted on fighting on 
even after the bombing of Nagasaki, the 
atomic bombs made it easier for most to 
accept the idea of surrender: even a 
samurai cannot fight weapons which 
"transcend normal acts of war"; in fact, 
defeat by an unfair atom bomb is no 
military defeat at all. 

Although the atom bomb let the 
militarists off the hook, it also caused 
resentment which could have been 
dangerous, had the American Occupa- 
tion not been so benign and the econo- 
mic recovery of Japan so successful. The 
historian Ikuhiko Hata wrote about his 
middle schooldays in the immediate af- 
termath of the war: *. . I remember 
how our class teacher urged us to 'study 
science and take revenge because Japan 
was defeated with an atomic bomb’ and 
how I felt like doing just that." It is easy 
to see how this could have become the 
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Japanese version of the “Dolchstoss” 
theory among German revanchists after 
World War I. 

This kind of sentiment, however, ts 
no longer prevalent, even in rightwing 
circles. What does still rankle the Japan- 
ese Right is the Japanese Constitution, 
promulgated in 1946.  Rightwing 
nationalists argue that the constitution 
with the famous Article Nine, in which 
Japan renounces the right to possess 
military potential, was imposed by the 
Americans to emasculate the coun- 
try. One so-called revisionist scholar. 
Takanori Irie of Meiji University, com- 
pared the Japanese Constitution to the 
constitution of the Weimar Republic: 
both, he says, were drafted by Jews with 
an “antipathy toward the state.” But his 
more important point is that both con- 
stitutions were based on an unrealistic 
view of the world. Japan, he thinks, 
must “wake up to its true role in the real 
world.” In short, Japan must become a 
military power again. | 

hile rightwing nationalists would 

like Japan to be independent from 
the US and build its own nuclear force, 
the mainstream conservatives favour 
the way things are now. But both right- 
ists and conservatives want to see a 
stronger defence against the Soviet 
Union. However, to achieve this they 
have to counter the strong current of 
pacifism in Japan. Because Hiroshima is 
one of the main pacifist symbols, it éol- 
lows that neither rightists nor pro-Ame- 
rican conservatives are in favour of 
the flfsh-bang trade. Conversely, the 
Hiroshima spirit is used to keep the 
rightwingers at bay. So while leftist 
schoolteachers encourage school trips 
to Peace Memorial Park, bureaucrats in 
the Ministry of Education are against 
such outings. 

The position of the Japanese Left — 
often articulated in, among other publi- 
cations, the Asahi Shimbun — can be 
summed up by quoting from /niroduc- 

















A, 





hon to Peai e Educatio a bookle! pub- 


lished by the Hiroshima Peace Educa- 
tion Research Centre: “[Japan | suffered 
incalculable human, spiritual and mate- 
rial damage from the war. We repented 
Our aggression We are a new people 
who will never take part i! start 
another wat In our constitution It is 
clearly expressed that we negate wat 
and seek eternal pea Howevet 
after the war, Japan, under the US Oc 
cupation forces, was dragged into the 


so-called cold war and forced to rearm 
against the Soviet Union.” The Japan- 
US Security Treaty , the booklet goes 
on to explain, is “absolutely contrary to 
the spirit of the constitution 

lo some leftwing historians. suc 
Saburo lenaga, this means that the wat 


has 


never ended. In his words: “The Japan 
US military alliance revives pre-wat 
roles, albeit with different stars 
American aggression in Kor the 
Taiwan Straits and Vietnam is a replay 
of the Japan-China wat 

" In other words, the US twice 
guilty: first for dropping the A-bomb 
and secondly for forcing peaceful Japan 
into a violent world again. Another 
young writer of the Left, Michiko 
Hasegawa, associate professor of phi- 
losophy, even argues that Japan un- 
leashed its 15- Year War in Asia because 


the Japanese “began to subscribe to the 
characteristically Western world view of 
dividing nations into friends 
and of recognising foes as enemies, and 


na Toes 


ol behaving antagonisticall\ towards 
enemies.” After the war, “the Japanese 
determined never again to take up resi 
dence in the violent Western inter 
national community 

This is dangerous nonsense. It also 
comes close to a peculiar strain of rà 
cism common among Japanese leftists 


The latest, best-selling example of this is 
a book entitled The Parachute in the Sk 
over Hiroshima. The author A kira 
Kouchi, previously a UnitedgNations of- 
ficial, argues that the bombing ol 





37 








il 






Hiroshima was essentially a racist re- | ~ 


venge exercise of a white nation 
against the Japanese for being too up- 
pity. He ignores the evidence that the 
bomb was originally meant to be used 
on Nazi Germany, something to which 
few white citizens of occupied countries 
would have objected. 

Unlike many books about the bomb, 
this one does at least deal with the his- 
tory that led up to the event. But it is a 
curious view of history. The Japanese 
invasion of China is mentioned only to 
make the point that Westerners are not 
subtle enough to understand the ins and 
outs of it. Nazi Germany is brought in to 
demonstrate the nature of Western ra- 
cism. Kouchi equates the persecution of 
Jews with the American policies to- 
wards Japan. Since 1905, he argues, the 
US waited for an opportunity to go to 
war against Japan, and the final punish- 
ment was the atom bomb, *with the 
basic aim of killing anybody as long as 
they were Japanese." 


N° only did the Americans mas- 
sacre Hiroshima, but, according to 
Kouchi, they were perversely cruel in 
their methods. The scientific instru- 
ments dropped by the second plane dur- 
ing the bombing to monitor its explosive 
force were not for science at all, but a 
trick “to attract people’s 
attention,” so that the 
radioactive flash “would 
either kill people or burn 
their eyeballs.” Nor was 
that the last example of 
American perfidiousness, 
for, still according to 
Kouchi, they deliber- 
ately held back necessary 
medications from the 
survivors, so “they could 
test the long-term effects 
of radiation.” 

Such absurd accusa- 
tions were first expressed 
in popular films made in 
the 1950s about Hiro- 
shima. One of them 
shows American tourists 
visiting Hiroshima to col- 
lect human bones as 
souvenirs. It goes to 
show that what binds the 
nationalist Left and the 
nationalist Right in Ja- 
pan is a nasty kind of 
anti-Americanism. (This 
made the switch after 
the war from militant 
nationalism to equally 
militant socialism easy 
for a large number of 
people.) Nationalists on 
both sides resent what Saburo Ienaga, 
called “an immoral alliance with the 
United States . . ." The bombing of 
Hiroshima may or may not have speed- 
ed the end of World War II, but it cer- 
tainly came as a heaven-sent symbol for 
Japanese jifigoism. Oo 
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by Yasukuni’s war dead 


Japan has its Bitburg too. It is the Yasukuni shrine in Tokyo. The 
shrine, situated in a very pleasant park, was set up in 1879. In it 
are enshrined all the Japanese souls who fell for the emperor's 
cause. This includes the kamikaze pilots, whose young lives 
exploded in their *cherry blossoms" or somewhere in the Pacific 
Ocean; it includes the more than 2 million Japanese soldiers who 
died in China, the Philippines, Burma and many other places; 
and it includes hundreds of men convicted as wat criminals, such as wartime 
pone minister Hideki Tojo, Tomoyuki Yamashita, also known as the Tiger of 

alaya, and Masaharu Homma, the commander held responsible for the Ba- 
taan Death March. 

The souls of these so-called Showa-era martyrs are invisible, their names 
inscribed on tiny tablets in the inner sanctum of the shrine. There are many 
other intere tablets, stones and other signs in Yasukuni shrine. There is, 
for example, a large number of cherry blossom trees, each dedicated to the 
souls of soldiers, sailors or pilots belonging to specific regiments or ships. A lit- 
tle-known tablet in this Tokyo Bitberg is tucked away behind the shrine, in the 
shrubbery. It is dedicated to the memories of the K itai, the infamous 
military police whose members most people would prefer to forget. 

There are no ordinary civilians enshrined at Yasukuni; it is a military 
shrine. Yet it is not just a Japanese version of Arlington or the Cenotaph in 
Whitehall. The guardians against Japanism are up in arms, so to speak, every 
year when a prime minister visits the shrine on 15 August to pay his respects. 
They see these occasions as potential revivals of pre-war militarism. And 
prime ministers ritually maintain that they come as private citizens, but pro- 
ceed to sign as prime ministers — a typical Japanese compromise. 

What is all the fuss about? The point is not really the souls 
of Tojo and company. The issue is the separation between 
church and state. Yasukuni shrine, like all shrines, belongs to 
the Shinto religion, albeit a peculiar form of it. Traditional 
Shinto, which goes back at least 2,000 years, is a collection of 
fertility rites and folk animism. The form of Shinto with 
which Yasukuni is associated is State Shinto, a hybrid ideol- 
ogy concocted mostly in the Meiji period. It stressed emperor 
worship, the unique Japanese spirit and by extension of the 
emperor, who was head of state, the sacredness of the Japan- 
ese state. In short: Japanism. 

In 1889 this new cult became the official state religion, ex- 
cept that it was not officially called a religion. Thus, every- 
body, including Christians, Buddhists or whatever, could s 
believe in their own religions, as long as they also worshipped 
the emperor and his sacred state. Further additions to the 
cult were such ideas as “whole world under one roof" (hakko 
ichi-u), meaning Japan's sacred roof. This became a 
rationale for war. The Imperial Declaration of War in 1941 
stated that “It is in the service of these virtues [the Imperial 
Way], and not mere arms themselves, that Japan must resort 
to war." 

After the war State Shinto was officially abolished and 
Yasukuni shrine, along with other shrines, was deprived of 
state patronage — the visiting prime ministers pay for such 
articles as holy twigs out of their own pockets. It is now a pri- 
vate religious organisation. There has, however, been a per- 
sistent rightwing lobby from such groups as the Izoku-Rai or 
The Japan Association of the Bereaved Families of the War 
Dead, to put the shrine under state control again through 
legislation. Several times bills have been submitted by Li 
y| eral Democratic Party politicians, but so far with no suc- 
cess. The next best thing is official visits by government lead- 
ers. 

The present prime minister is said to be in favour of official visits. This, to- 
gether with his predilection for ethics and old-fashioned moral education, 
makes the guardians against Japanism very nervous indeed. Although official 
respects to Tokyo's Bitberg will not automatically unleash another war, it is 

robably better left undone, if only to reassure the many souls who died in the 
ast one. — lan Buruma 
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Introducing the 
Regency Terrace, the new 
sun-spangled wing of the # 
Hyatt Regency Singapore. PM 
It's a resort in the S 
heart of the city, complete 
with an incredible four-storey 
waterfall, a landscaped pool area, lush tropical 
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beautiful rooms, each with its own private covered alcove. 
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The 


Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distingtiished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth, 

But WWF needs money - your money, 

Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
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a matter of identity 


Many people still feel 
strongly about Japan's 
war. American congress- 
men, annoyed by Japan's 
economic threat, speak 
darkly about. remember- 
ing Pearl Harbour. Night- 


Lon 
gam, OUR 
mares of the Burma railroad and PoW 
camps still haunt Englishmen, Dutch- 
men and Australians. Indonesians and 
Filipinos remember being slapped in the 





face or worse by the Kempeitai; 
Chinese think of the Nanjing massacre 
and Koreans of slave labour camps. 
These have become the symbols of 
Japan's war. But what really was 
Japan's war? 

The Japanese themselves are by no 
means sure. There is not even à consen- 
sus when to date it from or even what to 
call it. These matters depend very much 
on one's political stripe. Japanese in- 
terpretations of the war are on the 
whole insular, emphasising Japanese 
suffering, and designed to score politi- 
cal points instead of adding to general 
understanding. Much more,than is the 
case in West Gerrgany, the war remains 
an undigested lump of myths, canards 
and alibis, which distort the way Japan- 
ese see themselves and, equally impor- 
tantly, others. And, what is perhaps 
more dangerous, Japanese views of the 
war are often totally at odds with the 
perceptions in other countries. 

This does not necessarily mean that 
non-Japanese views are more accurate 
than Japanese perspectives. The West- 
ern tendency — institutionalised at the 
Tokyo War Crimes Trial, from 1946-48 
— to equate Japan's war with that of 
Nazi Germany is a mistake. There is no 
evidence in Japan's war of planned 
genocide. The Japanese camps, though 
often brutal, were not extermination 
centres. Japan had no equivalent to the 
war against the Jews. Having said that, 
here are some of the main Japanese 
views of their war. 

Leftists prefer to call Japan's war the 
15- Year War, dating it from the Man- 
churian Incident in 1931. They put the 
blame squarely on a  "militarist- 
capitalist clique" who led the Japanese 
people astray. Rightwing nationalists 
date it from 1941, when Japan attacked 
Pearl Harbour and invaded Southeast 
Asia. They call it the Dai Towa Senso, 
or Greater East Asia War, a loaded 
term used by the wartime propagandists 
to justify the war of invasion. The alibi 
sought in this view is that Japan was 
freeing fellow Asians from Western col- 
onial oppression. 

This was the propaganda line during 
the war. The fact that a number of 
nationalists, such as Jose Laurel from 
the Philippines, or Subhas Chandra 
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Bose from India, fell for this line, or at 
least sought to take advantage of it, is 
now ibid by some Japanese historians 
as proof of its sincerity. Other Japanese, 
who do not quite go that far, do argue 
that without Japanese invasion there 
would have been no independence for 
the coloniés after the war. This is some- 
what spurious. But though the colonies 
would have gained independence 
sooner or later — the Philippines was al- 
ready on the verge of independence 
when the Japanese arrived — the 
humiliation of the colonial powers 
might have made it sooner. 

What is seldom talked about in 
Japan is how the war of “liberation” was 
in many ways a war of missed chances. 





US in 1941 by the American embargo 
on oil shipments. (She does not mention 
that this resulted from the Japanese re- 
fusal to pull its troops out of China.) Be- 
cause of this, Japanese soldiers could 


| not be "despatched southwards as mes- 


sengers of friendship and amity. but as 
combatants in a life-or-death struggle. 
She concludes that Japan having "been 


| forced into the fight with much of Asia 


still on the other side is a source of infi- 


| nite regret." What Hasegawa fails to say 


is that Japan's thrust into Southeast 


| Asia had much more to do with securing 


vital natural resources than with any 
war of liberation 

Another factor undermining the pro- 
fessed benevolence of Japanese inten- 


tions in Asia was the extreme ante 
Chinese mood in Japan ever since the 
| Sino-Japanese war in 1894-95. Such 


songs as “Chinese corpses were pile dup 
as high as a mountain. Oh, what a 
grand triumph. Chinka, Chinka, Chinka. 


In Indonesia and Burma, especially, | Chinka, so stupid and they stinka” were 


there was plenty of initial good- 
will from local nationalists. But 
the Japanese had an uncanny 
knack for making enemies of po- 
tential friends by arrogant, even 
brutal behaviour which made the 
“white” colonials appear benign 
in comparison. They left more 
bitterness after four years in 
Southeast Asia than Western 
powers managed to do after cen- 
turies. One reason is that the Ja- 
panese had little experience as 
colonisers, but plenty as conquis- 
tadores. Another thing to take into ac- 
count is that many Southeast Asian 
nationalists, especially Chinese and 
Vietnamese, had strong links with the 
Chinese communists and were violently 
opposed to the Japanese liberators. 


ne so-called revisionist, Michiko | 


Hasegawa, an associate professor of 














popular at the time Of 
t course, the Chinese had 
little time for the Japanese 
either and Japanese prop- 
aganda efforts to link the 
I| two nations as a "vellow- 
| skinned" front against the 


white world did not have 
much appeal 

\ more tenable tine ol 
revisionism is to admit that 











| Japan was a colonial power itself, bul 


then to argue that Western colonial 
powers had no right to condemn 
the Japanese for doing something 


they had been doing themselves for 
centuries 

Thisis indeed a point made by the more 
moderate revisionists. In fact lapan en- 


| gaged in two types of colonialism. both 


philosophy, explained Japan's aliena- | 
tion of Asians in an article in the Chuo | 
Koron two years ago. Japanese inten- 
tions were impeccable, she says, but 
they had to carry out their *war of Asian 
liberation" too fast. She argues that | 
Japan was forced into the war with the 





of which were out of date when the Ja- 
panese got started. The war in China 
was reminiscent of the Spanish conquis- 
tadores in South America; annexation 
of Korea, Taiwan and the South Sea is- 
lands (Nanyo) was based gn 19th cen- 


| tury European theory of social Dar- 
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winism: survival of the fittest races. 
Japanese revisionists argue that 
Japan was opposed in its endeavours by 
white imperialist powers because the Ja- 
anese were new at the game, or simply 
ecause they were not white. In fact, the 
"white" powers did allow Japan to get 
away with colonising Korea, Taiwan 
and Nanvo. These were still seen as fall- 
ing in the Japanese sphere of influence. 
Although the vote in the League of Na- 
tions went against Japan over the ques- 
tion of Manchuria, no further action 
was undertaken. It was the conquis- 
tador war in China that other powers 
objected to. 

s This was not simply a case of im- 
perialists protecting their interests 
against another empire. The main op- 

onent of Japan's war in China was the 

JS, which did not have an empire to 
protect. Since the turn of the century 
the US did begin to play an imperial role 
in keeping the various powers in bal- 
ance. The Open Door policy, devised in 
1899, was geared to keep the powers — 
including the “white” powers — in East 
Asia within their boundaries. The Ja- 
panese clearly violated this policy. Ja- 
panese revisionists also tend to forget 
that American opposition did not so 
much reflect anti-Japanese racism as a 
widespread sympathy for the Chinese, 
fostered by the many missionaries out to 
save several hundred million souls. 


A more neutral term for Japan's war 
is the Pacific War. But this is not as 
neutral as it sounds either, for it only re- 
fers to the war after Pearl Harbour. And 
this opens the way to yet another alibi. As 
a prominent critic of the Tokyo Trial, 
the law professor Yasuaki Onuma, put 
it: “.. . we have a vague feeling that with 
Pearl Harbour on the one hand and 
Hiroshima and Nagasaki on the other, 
the wartime account between Japan and 
the US more or less balances out." 

By severing the "Pacific War" with 
the war in China, a vital link is cut and 
the war becomes an inexplicable storm 
that hit the Japanese unawares and for 
which the. Americans were as responsi- 
ble — if not more — as the Japanese. 
After all, the argument goes, did the US 
not force Japan to go to war by imposing 
an economic blockade and freezing Ja- 

anese assets? If one disconnects the 

lockade from Japan's war in China, 
this seems a reasonable argument. The 
only difference, in this view, between 
Japan and its enemies was that Japan 
was unfortunate enough to lose. 

While Japan's war was in some re- 
spects Japan's World War I, the attitude 
of many leftists is more like the East 
German view of World War II. The en- 
tire war is blamed on political oppo- 
nents — the military-capitalist clique, or 
in more modern parlance the “military- 
industrial complex," or in the words of 
one famous historian simply “the ruling 
classes." (Tbe fact that the Japanese 
militarists were almost to the man op- 


posed to capitalism and its proponents is 
overlooked.) This view is supported by 
the indisputable fact that communists 
and socialists were persecuted from the 
1930s onwards. It, too, isa disingenuous 
view, however, for it seeks to absolve 
the Japanese "people," very few of 
whom were actually socialists, let alone 
communists, and most of whom were 
enthusiastic flag-wavers for the Great 
Japanese Empire. 

Leftists, strongly represented in the 
Japanese Teachers Union (Nikkyoso), 
argue that the "people" were betrayed 
and that their belligerence was entirely 
due to the brain-washing of pre-war 
education. This behaviourist theory is 
true only up to a point. Dissenting 
ideas, including Marxism, were voiced 
in Japan all through the 1920s. So it was 
not as if the generation that went to war 
had not been exposed to anything but 
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eror's reign, visits by politicians to the 

asukuni shrine and revisions of 
textbooks. But in their zeal to combat 
unhealthy rightwing tendencies, they 
have gone to the opposite extreme of 
either ignoring wartime history or put- 
ting a distinctly leftwing slant on it. 

Saburo lenaga, one of the most stri- 
dent critics of goverment revisions in 
textbooks, is a perfect example. In his 
celebrated book, The Pacific War,ehe 
calls the continental war a “struggle of 
political values: the democracy of China 
vs the militarist absolutism of Japan.” 
By Chinese democracy he means “the 
democratic power of the Red armies.” 
And his statement that Japanese popu- 
lar sentiment had shifted “to hatred of 
the imperial family . . . with the escala- 
tion of fighting in China in 1937” ts not 
supported by any evidence at all. 
Replacing pre-war Japanism with 

political propaganda of a differ- 
ent kind has had the unfortunate 
effect of polarisation which 
makes cool analysis almost im- 
possible. Rightwing nationalists 
feel obliged to answer what they 
see as an attack on traditional Ja- 
janese values with a defence 
based on equally preposterous 
grounds. They regard the leftist 
critigs of Japan’s war as traitors 
who “despise and mistrust their 
motherland.” These are the, 
words of Masaaki Tanaka, au- 
thor of The Fiction of the Nanjing 
Massacre. The Nanjing mas- 
sacre, he argues, is a fiction 
cooked up by unpatriotic left- 
wing muckrackers of such publica- 
tions as the Asahi Journal, who 
get their information from Chi- 
nese propagandists. 


Ithough it is true that the ex-: 

act number of casualties in 
Nanjing is unknown and thus 
probably often exaggerated, 
there are enough eyewitness ac- 
counts to know that something 
very nasty did occur. Tanaka 
bases his arguments on such 
flimsy evidence as Japanese 
newspaper reports at the time 
(which were of course heavily 


militarist propaganda. Moreover, some | censored) and accounts by embittered 


of the most vociferous propagandists for 
the military had been leftists before. 
Still, pre-war education with its em- 
phass on emperor worship, superiority 
of the Japanese spirit and militarism, in 
short, Japanism, certainly created the 
climate in which aggressive wars came 
about. The self-sought role of post-war 
leftist teachers, writers and journalists, 
therefore, has been to act as watchdogs 
against any resurgence of pre-war 
Japanism. (They argue that the “mili- 
tary-capitalist clique" has already emerg- 
ed, helped back into the saddle by 
American cold war warriors.) They con- 
demn such things as singing the national 
anthem, counting years by the em- 


Japanese soldiers. What is more in- 
teresting than Tanaka’s arguments, 
however, is his motive, which, is to 
"judge things through Japanese eyes 
and with a Japanese mind . . .” He wants 
to purge Japanese textbooks from the 
"masochistic" and *anti-Japanese" per- 
spectives imposed on the Japanese by 
the Tokyo Trial judges and the US Oc- 
cupation authorities. 

What most rightwing revisionists 
mean by *Japanese eyes" is a revival of 
Japanism. Japanists have a racial view 
of the war. It was literally a holy war, 
fought to purge Asia from alien corrup- 
tion by spreading the Japanese spirit. 
According to Fusao Hayashi, in his 
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book In Affirmation of the Greater East 
Asia War, this holy war to “expel the 
barbarians” actually lasted 100 years, 
beginning in the 19th century. Perhaps 
unconsciously sticking to the old social 
Darwinist jargon, Hasegawa calls it a 
war of survival, to “preserve our iden- 
tity.” While attacking the Darwinist 
view of the world as a Western poison 
from which Asia had to be liberated, she 
herself justifies Japan's war along Dar- 
winist lines. 

And here we come to the crux of the 
issue: Japan's identity. In some ways the 
issue is yet to be resolved. If Japanism 
was a vital part of the pre-war Japanese 
identity, peace is the identity of the 
post-war leftists. The two identities are 
not fundamentally opposed to each 
other. It is fascinating to read how 
Hasegawa, born in 1945, argues the case 
of Japan's war of liberation on one hand 
and the post-war peace movement on 
the other: “This ‘peaceful world view 

dopted by each individual Japanese is 

1e heart of a characteristically Japan- 
ese way of thought. It is a true form of 
supernationalism.” The new identity of 
the uniquely peaceful nation can be re- 
garded as another form of Japanism. 

She also makes the point of many 
rightwingers that “Ja aen lost [the warf, 
and defeat included denial othe ideals 
for which the loserefought as well as de- 
nial of their accomplishments.” In other 
words, Japan was robbed of its old iden- 
tity by the victors, meaning the US. In 
the immediate por war period the US 
Occupation authorities did indeed com- 
bat Japanism by forbidding what they, 
sometimes mistakenly, saw as manifes- 
tations of it — Kabuki, for example. 
They also encouraged leftists, including 
communists, in an effort to foster demo- 
cracy. Hence the rightist accusation that 

ost-war Japanese generations have 

en brainwashed to despise their coun- 

trys past by communists and other 
oublemakers. 

These policies were quickly re- 
versed, however, when Japan had to be- 
come a bastion of capitalist defence 
against Asian communism. Then it was 
the leftists and other democratisers’ 
turn to feel betrayed. Japan, in their 
view, had been robbed of its new iden- 
tity as the unique peacemaker. 

The respectability of these ideas 
shows how fragile the Japanese identity 
still is and how easily this almost instinc- 
tive “us against the rest” mentality can 
turn to animosity towards the outside 
world — expressed in the Asahi Shim- 
bun as much as in rightwing publica- 
tions. The confusion over Japan's war, 
how it started and why it was fought 
helps to keep such feelings alive. One 
essential condition. for Japanese to 
come to terms with themselves as a na- 
tion is to come to terms with the war. 
This means seeing the war, and thus 
Japan, the way other countries view it, 
as well as “through Japanese eyes.” 

— lan Buruma 


FAR EASTERN ECONOMIC REVIEW e 15 AUGUST 1985 





Ethics in textbooks 
a matter of dispute 


just putting some stuffing 


tween Left and Ri 
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When conservative leaders such as Prime Minister Yas 
Nakasone express a desire to — | the hs means mar 
schools, Japanese liberals get nervous 


one of the code words in the 
ht. The teaching of ethics was expre siy o 
ccupation authorities in 1945. E MN pres 
war and wartime Japanese education meant iy lehist teas may be | 
Japanism, however misguided their own usuall ideas may 
reason to be weary of government tampering 

In 1974 then prime minister Kakuei Tanaka stated ocd ery the Ir 
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script on Education expressed “universal moral a> gg od 
today as then." The pon Rescript on Education, ate: PT 
ed — though it was already a t 


and only formally abolis 9 
was designed to instil, in the words of then prime minister Aritomo Ya magats 


“an imperial mandate just like the military.” Education was harne 
imperial cause. The teaching of Japanism was institutionalised and textbool 
carefully selected to reflect Japanist ethics: emperor worship, militarism a 


sie of Japa 
autis M neutral subjects as geography were — Awar- 
time geography textbook asked its young readers to consider the 


the — 


Even jet 


— of Japan's curved shape: "We 

to be standing in the vanguard of 
Asia . At the same time we appear ready 
to defend the Asian continent from out- 
side attack." 

After 1945 Japanese textbooks have 
been an endless battleground between 
leftists, represented by the Japan 
Teachers Union, and conservatives in 
the Ministry of Education. The famous 
measure by the ministry to change “in- 
vasion" of China to “advance” was just 
one example of the constant tug-of-war, 
albeit one with international conse- 
quences. 

Since it is a common perception in 
many Asian countries, many of whose 
citizens once had a taste of Japanese 
ethics, that Japanese schoolchildren are 
raised to start the Greater East Asian 
War all over again, it might be useful to 


look at a Japanese textbook. According to one of the largest Tokyo book- 
shops, Japanese History, published by Yamakawa, is the most popular history 
textbook ‘in Japanese high schools today. It has been formally approved by the 


ucation, of course. 
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Marco Polo Bridge Incident — whi 


“It has been reported that Ja 


World War HI. 


what counts most. 





of Japan's war is in fact re neutral, 
d-up to the Manchurian Incident of 1931 is informative | 
er m as is the explanation of the political background to the China 
fair" in 1937. It is a little too neutral perha 
sparked off the war in China — 
was not proyoked by Japanese troops, but simply “developed.” The “ad- 
vance” into China was followed by the occupation of Peking and Nanji 
The infamous massacre in Nanjing is described, in a footnote, as follows 
anese troops killed a large number of Chinese, 
including civilians, for which Japan was internat 
Harbour, and the following world war are neatly summed up w 
any praise or blame. There is a footnote, much like the Nanj 
mentioning the “large number of Koreans and Chinese brou 
in Japanese mines." It all ends with Hiroshima. 
textbook appears to be a classic compromise between the 
— Japanism and ministry bureacrats. The tone is so dull that few 
Il be encouraged to find out more. It cert 
ut it does not really matter anyway, as, à 
teachers, questions about the war are never asked at examinations. And that is 
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ENCYCLOPEDIA 


Understanding Japan | 


Kodansha Encyclopedia of Japan. Kodansha. US$600. 


ab it has to do with Japan, the Ko- 
dansha Encyclopedia of Japan 
[KEOJ] has it." Thus exaggerates the 
advertising of “the most comprehensive 
reference source on Japan ever pub- 
lished anywhere.” But the marketing 
hype fails to conceal the drawbacks of 
an over-priced national cornucopia of 
uneven quality that looks, in an age of 
computers, like a shelf of clay tablets in 
a museum. 

The encyclopedia (published in 
November 1983) is aimed at two kinds 
of users: the ignorant or misinformed 
foreigner who finds Japan’s economic 
prowess enigmatic or intimidating, and 
the omniscient “internationally mind- 
ed" Japanese who believes he 
lacks only the ability to explain all the 
riddles in convincing English. 

KEOIJ's debut came together with a 
number of studies, surveys, and exhibi- 
tions concerning the "information gap" 
that some Japanese have blamed or 
“the most misunderstood nation’s” ap- 
parent difficulties in international rela- 
tions. A report by the Posts and Tele- 
communications Ministry concluded 
that Japan is a less advanced nation in 
the “information trade” because it ex- 

rts only about one-fifth the amount of 
information it imports. A government- 
backed group in New York found that 
only 3% of the 100 upper-middle-class 
Manhattan residents it polled could 
name Japan’s prime minister, And a 
Tokyo subsidiary of the Ministry of 
Foreign Affairs publicly displayed a col- 
lection of foreign textbooks which dem- 
onstrated how Japan is mistaught in 
other countries. 

Now suddenly all those untutored 
foreigners who think Japan is a part of 
China are supposed to invest ¥ 140,000 
(US$600) in a heavy nine-volume en- 
cyclopedia in order to learn that sake is 
a “brewed alcoholic beverage made 
from fermented rice.” 

This much you could have learned 
from your US$1.95 pocket Random 
House. Unlike a dictionary definition, 
however, KEOJ's 1,000-word signed ar- 
ticle on sake goes on to explain every- 
thing that the soberest scholar would 
ever want to know about this marvel- 
lous beverage — except where to buy it, 
how it tastes, and what it does to you 
when you drink too much. For such in- 
sights you will have to visit your local Ja- 
panese bar, and befriend a Japanese 
man or woman inebriated enough to tell 
you why it is necessary “to drink sake 
while appgciating the beauty of nature, 
especially the moon, flowers, and newly 


fallen snow" (which KEOJ assures you 
is "still a popular Japanese custom"). 
But then you will discover that most Ja- 
panese people do not know enough 
about their own country to confirm 
whether such statements about sake are 


generally true or not — and moreover : 


do not really care until faced by an in- 
quisitive foreigner who does. 

This is why advertising in Japan has 
been baited with guilt-inducers such as 
“How well could you explain Japan in 
English?” In fact, Kodansha counted on 
domestic users to buy about half of the 
first printing of 15,000 sets, and some 
6,000 of the 10,000 sets sold so far have 
been bought in Japan. 





id 


Kimono-clad Japanese women: information gap. 


Kodansha is also proud that KEOJ 
has information about Japan, particu- 
larly in articles written by non-Japan- 
ese, that is not available from Japanese- 
language sources. Nearly half of 
KEOJ's 1,200 contributors are non-Ja- 
panese, which is evidence that some 
things about Japan are already suffi- 
ciently understood by outsiders to en- 
trust them with the task of educating 
others, including Japanese. But 
Kodansha president Koremichi Noma 
wrote things in his foreword suggesting 
that he has yet to read his ovn ency- 
clopedia. 


66 A’ country that has one language, 

is surrounded on all sides by the 
sea, shares no boundary with another 
nation, and possesses a long history as 
well will naturally come to have its own 
characteristic culture and way of life,” 
Noma writes, as though the same could 
not be said for countries wich have sev- 


eral languages, are land-locked by a 
dozen other states and boast much short- 
er national histories. 

A one-page signed article on the 
"Territory of Japan" discusses interna- 
tional conflicts that exist precisely be- 
cause Japan, as an archipelago, shares 
marine boundaries with its ctosest 
neighbours — China, Korea and the 
Soviet Union — and has significant ter- 
ritorial disputes with all three. Yet other 
articles make it clear that in the course 
of Japan's 1500-year history as a na- 
tion, and until the end of World War II, 
its boundaries continually expanded 
into neighbouring rmfon-Yamato ter- 
ritories — first within the main ar- 
chipelago, then to adjacent islands in- 
cluding Okinawa and Formosa, and 
from there to Korea, China and South- 
east Asia. 

Noma blames Japan's “geographic 
circumstances” for “[a lack of] opport 
nity to become known to other coun- 
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tries" and “a national character that 
makes a virtue of not speaking about 
oneself." But an incisive two-page arti- 
cle by a Japanese anthropologist on the 
"Japanese People, Psychology of” 
thoroughly debunks the concept of “Ja- 
panese national character" as a product 
of the kind of "psychological reduc- 
tionism" which engenders the many 
stereotypes that Japanese like to enter- 
tain about “our small island country." 
Some of the articles will, unfortu- 
nately, heighten rather than lower the 
“difficult barriers" mentioned by Har- 
vard professor emeritus Edwin O. Reis- 
chauer in his introduction. KEOJ was 
produced by two editorial groups, one 
in Cambridge, Massachusetts, and the 
other in Tokyo. And the selection and 
writing of many of the articles clearly 
mirror imbalances and biases inherent is 
so-called *Japanese studies" in the US 
and "national studies" in Japan. 
History and the traditional arts were 
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in 
pide article which mentions only in 
passing the inimitable. Rikidozan, a 
post-war grappler of Korean descent 
who dominated the ring until his murder 
in 1963. 

The 700,000 Americans of Japanese 
ancestry, who account for onlv about 
0.3% of the US population, got no less 
than 20 independent articles totalling 
nearly nine pages, most of which focus 
on experiences of discrimination. But 
the plight of a similar number of Ko- 
reans in Japan, who constitute 0.6% of 
Japan's population and have suffered 


than one-quarter of a page in an un- 
signed article clumsily written in the 
manner of an obituary filed before a fa- 
mous person dies in case the reporter is 
out fishing at the time. 


(uU about two decades ago, 
the encyclopedia was not begun 
until 1974, With a target date of 1979 it 
took nearly twice as long to complete. 
. Kodansha has promised a supplement 
-in 1986, and a revised second edition 
when necessary and feasible. 

Articles are geared to the 1980 cen- 
ius, but Japan conducts a national head 
-ount every five years. And various 
public and private groups continually 
compile and publish an impressive as- 
sortment of statistics which are quickly 
reported in a variety of useful forms. 
Hence KEOJ has a realistic half-life of 
only a couple of years, and will radiate 
very little current information by 1990 
——even in such a field as ancient history. 

Although a bumpy road in a well-in- 
tended direction, the encyclopedia has a 
long way to go to achieve the standards 
of coverage and accuracy demanded by 
the critical reader. In future editions, 
editorial standards will have to be 
higher, the price will have to come 
down, and easily updated database ver- 
sions will have to be offered for video- 
~~ philes who find bulky books a bother. 

. But the most problematic aspect of 
KEOJ lies ig the reason for its genesis. 
Many Japanese feel that other countries 
are better off than Japan because these 
nations are better understood by for- 
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kamikaze (divine. wind) which will 


mony" is that the Japanese word for 









s there: nincrease 
in the nu ners knowing 
such things about Japan would ipso 
facto improve Japan's foreign relations. 

Japanese are hardly the only people 
who believe in magic remedies. But 
many Japanese opinion leaders seem to 
regard such things as KEOJ as a kind of 




















































shield Japan from the missiles of misun-. 
derstanding just like the typhoons 
which turned back the Mongol hordes 
attempting to invade Japan in the 13th 
century. Few Japanese seem to wonder 
why, if knowing facts reduces friction, 
so many of the nations that allegedly | 
enjoy greater mutual understanding | 
with one another than with Japan are | 
embroiled in cold and hot wars which 
Japanese seem quite happy to be with- 
out and stay out of. 

One difficulty with the Japanese 
equation of "understanding" with ^har- 


"understanding" includes the idea of 
"acceptance." Hence "understanding | 
Japan" fc | 
cepting Japan” as they do. A number of 
Japanese trade-policy negotiators ap- 
pear to believe that foreigners who truly 
understood Japan would naturally tol- | | 
| 
| 


.for many Japanese means "ac- | 





erate Japan's non-tariff barriers. $ 

There is also the nasty problem of 
whether Japanese can understand others 
if they insist, as many do, that others can- 
not understand them. Noma claims that 
Japan “[is no longer] about to overlook 
any misunderstanding or lack of under- 
standing on the part of other nations.” 
He tellingly overlooks how Japan has 
contributed to its own “unfavourable in- 
formation imbalance” by being a cul- 
tural black hole which, over the cen- 
turies, has sucked in every foreign tech- 
nology and art that its people have ever 
wanted, while many Japanese have in- 
sisted that foreigners cannot understand 
Japan even when they devote their lives | 
to experiencing and studying its culture |. 
and society. 

Japanese also tend to feel that the 
deluge of information from other coun- 
tries into Japan has endowed them with 
a superior understanding of other peo- 
ples. However, a close look at Japan's 
own media and textbooks reveals that 
this is not the case. Japanese know a lot, 
to be sure. But just as in other countries, 
Japan's collective understanding of it- 
self and other nations tends to be s€lec- 
tive and distorted in ways primarily ben- 
eficia] to its own national identity. 

By appealing to the "rescue fantasy" 
of Japanese who would save their coun- 
try from foreign. ignorance, KEOJ 
exploits the delusions of persecution 
that are part of Japan's largely hysteri- 
cal information gap syndrome. One can 
only hope that foreigners who read 
Noma's foreword will not conclude that 
a people who indulge in such self-pity 
deserve to be misunderstood. 

|^ — m William Wetherall 
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Numberofissues 
Volume (ASm) 

Average size (A$m) — 
Maturity range (years) 
Source: BT Australia Ltd. 
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Australian-dollar issues captivate the Eurobond market 


Exotic paper chase 


‘By Hamish McDonald in Sydney 


n unprecedented demand for Aus- 

tralian-dollar securities in the 
Eurobond market has given Australian 
corporations and institutions a new 
source of low-cost funds 
foreign-exchange risk — while at the 
same time tightening international mar- 
ket discipline on the Australian econ- 
omy. 

Australian-dollar bonds used to be a 
small exotic category in the massive 


Eurobond market. which saw 800 issues 


totalling US$80 billion in 1984. After 


the first Australian-dollar denominated 


issue in 1976,-the market saw only five 
more such issues during the next four 
years totalling only A$97 million 
(US$69.8 million). with none in 1981-82. 
*Euro-Aussies" returned in f983, but in 


— 1984 issues still totalled less than 0.5% 
of the total mark@. 


From the start of 1985, things have 
changed rapidly as Eurobond investors 
gave US dollar notes the cold shoulder 
rates fell. Attention 
turned to high-yielding exotics such as 
the Australian-dollar bond and even the 


- previously flightless "Euro-kiwi" (New 


Zealand-dollar bond). 
At end-May. interest became obses- 
sion. Issues poured on to the market, re- 


-peatedly confounding warnings that a 


glut of these bonds was imminent. And 
alongside Australian-domiciled bor- 


' rowers appeared such unlikely names as 


the Genossenschaftliche Zentralbank 
of, Austria, ' Japan's Nissho ‘Iwai, 
Chrysler Financial Corp. and food can- 
ner Heinz. 

By the end of July, Australian-dollar 
bond issues for 1985 totalled nearly 
A$2.6 billion, with the last full week of 
July alone seeing A$460 million worth 
of bonds offered which was A$100 mil- 
lion more than last year’s total. Almost 


without, 


overnight, the Australian dollar had be- 
come the Euromarket's preferred cur- 
rency for shorter (up to seven years) 
fixed-interest securities. 

To Australian business, which is still 
watching the local dollar struggle up 
from the floor after a fall of more than 
20% earlier in the year against major 
currencies, it was flattering, if a little 
nemi But those who were qualified 
jumped into the market, while com- 
mentators pondered whether the local 
dollar had "come of age" as a world cur- 
rency or whether it was merely the 
Euromarket's “flavour of the month.” 

Analysts generally see the bond 
surge as the result of a convergence of 
several favourable influences in late 
May. A primary factor has been a wide 


 interest-rate differential attracting in- 


vestment in Australian securities. In- 
terest rates have remained high in Aus- 
tralia, around 13% for 10-year federal- 
government bonds, giving investors à 
margin of about three percentage points 
over comparable US-dollar notes. 
Compared with European-currency 
securities such as Swiss bonds at 5.5%, 
the gap is even wider. 

The Swiss investor could thus see the 
Australian dollar depreciate by as much 
as 59% against the Swiss franc over a 10- 
year term before the interest-rate ad- 
vantage over a domestic-bond purchase 
was entirely eroded. Many Eur®pean 
investors were also quick to see upward 
potential in the Australian dollar after 
its 20% slide over February-March. 
From its trough of about 65 US cents, 
the Australian dollar has recovered to 
about 72 US cents so far. 

As usual in the Euromarket, the 
Australian-dollar bonds are in bearer 
form, meaning the owner's name does 
not appear on any register. Possession 
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of the bond itself is proof of ownership. 
Unlike Australian domestic bonds, in- 
terest is paid without deduction of with- 
holding tax. Both factors appeal to in- 
vestors hofiing fundg outside the ambit 
of their own tax authorities. 

On the borrower's side, the Austra- 
lian-dollar Eurobond is extremely at- 
tractive, As Commonwealth Trading 
Bank's new-issues manager Graham 
Hand pointed out in the bank's July 
Economic Newsletter, these offer fixed- 
rate debt at lower rates than those paid 
in the domestic market by the Austra- 
lian Government — which as the coun- 
try's most secure borrower could expect 
the lowest cost money. 

Rates for Australian-dollar Euro- 
bonds are currently around 70 basis 
points (0.7 of a percentage point) les 
than federal bond rates. This potentia 
arbitrage could yield a profit of A$1.7 
million over five years if AS50 million 
were borrowed in the Euromarket and 
immediately reinvested in federal 
paper, though this would not be a com- 
mon use of the funds. 


ith the new willingness of investors 

to buy Australian-dollar securities, 
Australian borrowers have greater ac- 
cess than ever before to relative?y low- 
cost, long-term fixed-rate borrowings. 
Previously companies could issue cor- 
porate debentures in the domestic mar- 
ket, which carried heavy costs from 
stamp duty and preparation of a de- 
tailed prospectus, as well as higher in- 
terest. Or they could make offshore is- 
sues in foreign currencies with a high 
foreign-exchange risk. 

But the Euromarket is for high- 
status borrowers; either sovereign risks 
or blue-chip companies such as mining 
house CSR. Lesser-known borrowers 
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AS EUROBOND SWAP 
HOW IT WORKS 





The Australian institution pays the issuer the domestic 
bond rate, and receives Libor on a floating basis. The Libor 
is used to ropeya floating Libor-based facility which costs 
him Libor + 0.25%. He effectively has funds at domestic 
bond rate + 0.25%, well under his cost of borrowing fixed 
AS domestically. 

. The issuer makes payments of domestic bond less 0.5% 
to the investors receiving bond, and pays floating Libor to 
the Australian institution. His effective total cost is there- 
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fore Libor less %.5%, significantly less than his normal 
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Libor-plus funding cost. 
Source: Commonwealth Trading Bank. 


have had to pay nearly 40 basis points 
above the domestic-bond rate. One new 
category of borrowers has been the 
semi-government bodies such as state 
electricity authorities. 

The presence of non-Australian bor- 
rowers in the Euro-Aussie market is 
explained by the rising use of currency 
and interest-rate swaps, whereby two 
borrowers exchange the form of their 
borrowings (not the sum borrowed it- 
self). Shortage gf fixed-r&te debt in 
Australia means plenty of borrowers 
willing to take fixed-rate Australian- 
dollar debt in a swap for cheap US-dol- 
lar floating-rate funds. Merchant-bank 
underwriters estimate that between a 
third and half of current issues are 
"swap-driven." 

An Australian swap partner might 
pay the issuer of Australian-dollar 
Eurobonds the equivalent of the domes- 
tic bond rate on the borrowing, and re- 
ceive the equivalent of the floating Lon- 
don inter-bank offered rate (Libor). 

This Libor amount is used to service 
a floating Libor-based US-dollar loan 
he himself has taken out, perhaps at 
Libor plus 0.25 of a percentage point. 

His interest outgoings are thus the 
domestic-bond rate, plus the quarter- 
parente point margin, which is far 

elow his normal fixed-rate Australian- 
dollar borrowing cost. 

The issuer of the Australian-dollar 
bonds, meanwhile, pays Euromarket 
investors, say, the domestic-bond rate 
minus 0.5 of a percentage point, and 
pays the floating Libor equivalent to the 
Australian swap partner. 

His cost is therefore Libor less one- 
‘half point, which is again cheaper than 
‘normal floating-rate debt. 

A Japanese Ministry of Finance reg- 
ulation classing foreign-denominated 

Eurobond issues as domestic debt has, 
meanwhile, given Japanese institutions 
the chance to stock up on Australian 
paper without affecting their quotas of 
foreign assets. Issues of A$50 million by 
the Bank of Tokyo and A$65 million by 
the Long-term Credit Bank in January 
were placed with Japanese investors. 
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Lucrative fee income and arbitrage 
opportunities in this trade are drawing 
wider participation by merchant banks, 
which in Australia have been squeezed 
in their traditional lending business by 
the big trading banks following deregu- 
lation. The foremost lead manager has 
been Orion Royal Bank, an offshoot of 
the Royal Bank of Canada, which has 
undertaken about 40% of Australian- 
dollar Eurobond issues so far. 

Demand on the borrowing side is no 
problem. "Issuers will wi on com- 
ing," said Bruce Hogan of the Bankers 
Trust offshoot, BT Australia. “It will 
have to be a retreat of the investors to 
stop the market, either because of a de- 
cline in interest rates or a perception 
that the Australian dollar has become 
overvalued.” 


que mass of issues at end-July did pro- 
duce some signs of a glutted market, 
with prices Eea a on the London 
and Luxembourg stock exchanges 
where Eurobonds are generally quoted. 
Only so much money was available, 
some analysts said, and the market had 
entered the dull summer season. But 
many Australian participants see mar- 
ket participation widening. They also 
hope that a threshold has been passed. 
and that swapping has helped deepen 
the primary. market and enlarged the 
secondary market. 

The economic effect of the new bor- 
rowing trend is only starting to be assess- 
ed. Most analysts see it having a short- 
term upward effect on the local dollar's 
value. The offshore borrowing may also 
exert downward pressure on interest 
rates With state governments able to 
place more debt overseas, their de- 
mands on local markets are correspond- 
ingly weak. 

The longer-term risks and benefits 
will become more apparent after a year 
or so. How far the Euro-borrowings 
have added to net foreign debt, and how 
repayment Structures have been 
changed, will then be seen. Ceilings re- 
main on overall state borrowings, and 
private-sector access is limited to the 


of Tokyo; Commonwealth Trading Bank: element 





LA 





of herd instinct. | 
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more highly rated bodies. The bonds 
are foreign debt — even though they are 
hedged for Australian borrowers: in- 
terest payrgen[s and redemptions must 
be made in US-dollar equi alents 

While it might seem that investors 
carry the risk and are somewhat locked 
into their bonds, any lack of confidence 
on their part could not be ignored 
Apart from the question of rolling over 
borrowings, a collapse of Australian 
dollar bond prices in London amd 
Luxembourg would quickly cause the 
Australian currency to sag with them; as 
occurred with Canadian-dollar secure 
ties in recent vears 


» James Bartholomew writes from Lon- 
don: Andre van,'t Hoff of Londom 
stockbrokers Hoare Govett says that 
many investors believe the world econ 
omy will be in a deflationary phase over 
the next year or two. They want to lock 
into high interest rates while they still 
can. Australia is “the last of the high im- 
terest-rate countries with political sta- 
bility,” he says. An element of “herd ine 
stinct” has also been part of the rush into 
Australian Eurobonds, he adds: a lot of 
offshore funds have been buyers and so 
have Japanese institutional investors, 

The Eurobond issues are greatly 
helped by the fact that investors feel 
comfortable with Australia — not only 
because of its political stability, but also 
because of its wealth of natural re- 
sources and the excellent record of the 
national government ih world debt mar 
kets. The . Australian Government is 
able to to get finer rates than any other 
government in the world 

Orion Royal Bank has been the top 
bank in the market. Although Johma 
Kerr of Orion Royal says the market has 
recently been overloaded with issues; 
he believes the boom will continue ds 
long as-three essential elements remain: 
nervousness over the US dollar, stabil- 
ityin Australia’s unit and the yield diffe- 
rential. He says a large fall.in the US 
dollar might restore confidenve in the 
currency and tempt Eurofeans back to 
their old investment habits 

























































| arles Smith in Tokyo | 


e conventional wisdom of yen- 
atchers for the past two years has 
n that the exchange rate against the 
dollar is a function of the balance-of- 
ments performance and particularly 
f the rate at which long-term capital is 
lowing out of Japan. The link between 
weakening. yen and a negative basic 
alance was neatly demonstrated in 
984 when the basic balance was in de- 
icit by US$14.5 billion — largely due to 
eavy capital exports — and the yen's 
lue against the dollar fell from the low 
Qs at the beginning of the year to 
early US$1:€260 in December. 

Ow this conventional wisdom has 
n found wanting. Japan's basic bal- 
or June (the most recent figure 
je) was in deficit by US$2.6 bil- 
‘the greatest so far this year — yet 
n appreciated marginally during 
onth and picked up considerably 
peed in the first half of July. 
massive deficit of US$8.2 billion 
ng-term capital account in the June 
s particularly raised eyebrows. 
reflected very heavy net exports of 
al by J apanese investors offset by a 
net incoming investments by for- 
rs. The first of these two items — 
ing investment by Japanese na- 
ls — set a new record of US$8.9 








But the haemorrhaging long-term 
ital account has ceased to spell disas- 
for the yen, according to officials at 
Bank of Japan (Bol, the central 
}, because Japanese corporate in- 
rs who channelled their surplus 
; into US dollars in 1984 for the 
of foreign-exchange gains — as 
as in order to profit from high US 
sst rates — have now almost com- 
ly left the field. Recent corporate 
cas portfolio investment has been 
ned chiefly to reap capital gains on 
.Government bonds, which have 
n rising in value in line with the de- 
ne of US interest rates. 

Such investments have been funded 
iot by buying dollars on the Tokyo 
oreign-exchange market, but by bor- 
owing in the Euromarkets (where 
Opec members are willing providers of 
ree- or six-month money). The result 
that Japan's current investment 
ge has not resulted in a rush out of 
to dollars, but from one kind of 
asset into another. 

reason this type of transaction 
hows up in J apan 's balance of Us 
as a form of “capital export" 
urchases of long-term bonds ad 
erm borrowing of Eurodollars 
ated differently for statistical pur- 

d lose re hi 
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panese figures hide heavy Euromarket borrow 19s 


months. Bond purchases appear as 
"long-term capital investments," even 


though there is nothing to prevent an 


. investor who has purchased. US Trea- 


sury bills on the secondary market 
from selling them again almost imme- 
diately. 

The raising of Eurodollar funds for 
repayment after a three- or six-month 
interval, counts as a below-the-line 
transaction for statistical purposes, and 
consequently does not appear in the 
payments statistics. 

BoJ officials say their diagnosis of 
what is happening to the country's long- 
term investment account is still partly a 
matter of hunch — no precise figures 
exist on the extent to which: Japanese 
purchasers of US Government bonds are 
covering themselves against foreign-ex- 
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change risks by simultaneously borrow- 
ing dollars. p 

However, the bank does admit to 
having made a survey during June and 
July €f the extent to which a given vol- 
ume of outgoing portfolio investments 
affected demand for dollars on thegnar- 
ket. The survey showed the link was 
much weaker than a few months ago 
(though it declines to quote exact fig- 
ures). 


B 0J also claims to have evidence that 
investors in US Treasury bills are 
holding them for a much shorter period 
than in 1983 and 1984, Last year invest- 


| ors typically acquired bonds ‘with a view 


to ho dingt them 








| 
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Eurodollar borrowing (or by forward. 
sales of dollars on the foreign-exchange 
market) is said to be popular among the 
two classes of investors — insurance 
companies and general corporations — 
which are not bound anyway to cover 
themselves against foreign-exchange 
risks when they acquire foreign-cur- 
rency assets. 

For commercial banks — and for trust 
banks doing ordinary banking business 
(as opposed to trust business) — BoJ al- 
ready imposes a set of limits on foreign- 
exchange exposure which vary with 

each bank's size and 'exposure, but 
which are generally fairly strict. 

According to one private source, 
about US$7 billion of the US$10 billion 
increase in banks' holdings of foreign 
securities that occurred in fiscal 1984 - 
was probably covered against foreign- 
exchange risks as a result of these = 
guidelines. The same source suggests . 
that a higher proportion of banks’ in- - 
vestments in foreign securities could be | 
covered this year, This is because an in- | 
creasing number of small and medium- - 

sized banks — subject to stricter cover- 
age guidelmes — are emerging as in- . 
vestors in foreign sec@rities. de 

The practice of borrowing dollars on . 
the Euromarkets to finance US Govern 
ment bond purchases means that Japa 
is no longer exporting capital to financ 
the US budget deficit but is rather act-. 
ing as an intermediary between the. 
short- and long-term sectors of in- 
ternational money markets. However, 
according to some Japanese ana- 
lysts, this is still a worthwhile func-. 
tion. a 

Opec members, which are the major. 
primary source of dollars. for the. 
Euromarkets, tend to be reluctant to 
put their money directly into the 
secondary market for US Government 
issues. Japan's willingness to bridge 
the gap between the two is useful 
even though bankers admit they have. 
been making certain profits during the. 
recent. period of appreciating bond 
prices. 

Whether Japanese investors con- 
tinue to pour money into US bonds in 
the next fe w months seems likely to de- 
pend on the outlook for the US econ- 
omy — and consequently for interest 
rates. The type of transaction that has 
been popular in recent months could. 
rapidly cease to be profitable if the 
economy picks up again and interest 
rates begin climbing. For the time 
being, however, there seems to be no 
end in sight to the boom. BoJ officials 
suggest that the July figure. for capital a 
exports from Japan will once again be a. 
record — and will once again fail to 
cause more than a tremor in the, by 






































































So far 1985 has been a real “Bonanza” to well informed investors. _ 
Sensational profits were made from special situations throughout the world . 
and leading experts say the best is yet to come! | 


The key words are “well informed”, which simply means obtaining 
night information at the right time, with professional advice on how an 
to act. - 









yn 
that will celi from now anai 1986. 


FORTUNES WILL BE MADE... 
in commodity, currency and precious metal trading. ao 
in “takeover” target company shares trading far beneath their — 


in new and little-noticed companies of special merit. d 
in shares of ignored and under-priced companies who will launch 
dynamic new products. 


able prof ts made from situs x 











There will be remark 
mention by knowledgeable investors, acting on the rig! * it pede 
moment! | : 
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If you are serious mbour maximizing : your investment. ns bo 
in the future — here is what you must do . . . just fill in and cut o o itt 
coupon, or enclose your business card ^ OW! and mail to: 


TIMEZONE CORPORATION LTD., FORTUNY 51, 28010. 


Your name will be entered on our special list of “Guest Subscribers" to 
receive the I.D. REPORT for three months, with the type of information and _ 
advice that will lead you to real investment gains! 











To: Timezone Corporation Ltd, 
Fortuny 51, 28010 Madrid, Spain. 
Please send me FREE a three month trial subscription to 
International Dateline Report. 
PLEASE PRINT IN BLOCK LETTERS OR ATTACH YOUR BUSINESS CARD. 
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pua New Guinea mining venture is back on track 


an Andrews in Port Moresby | 


Ithough shareholders in the Ok Tedi - 


gold and copper mine have reached 
w agreement with the Papua New 
uinea Government to clear the way to 
urther development of the mine, a 
umber of questions remain un- 
answered about the immense project's 
future. Still up in the air is a proposed 
restructuring of Ok Tedi Mining Ltd 
OTML, the consortium building the 
mine), based on a transfer of debts to 
shareholders, and the final form of a 
nassive tailings dam. 


n the positive side, the company 
nd government now agree that rela- 


s are much improved from earlier 


year when the mine was temporarily 


d over a dispute about intentions to 


elop the mine to the stage of copper 


duction. The government claimed 
-OTML had failed to do what was 
'ssary for long-term copper mining, 
| Port Moresby expressing fears that 


erm à P i ar T rrr a m a EAR EP EAS, 


the group would pull out after ex 
ing the mine's topmost layet- of rich 
gold-bearing ore. | 

On the other hand, Australian, US 
and. West German shareholders were 
nervous after a US$300 million cost 
overrun in four years and lower-than- 
expected returns. The government and 
OTML eventually agreed that work 
would resume, with final agreement to 
be reached by 1 August. 

This understanding — formally the 
“Fifth Supplementary Agreement” 
detailed economic-feasibility tests set 
for 1987. It provides for daily ore pro- 


— 


cessing to increase after. 1991 by 50- 
. 10075. The government insisted that the 
agreement deadline must not be defer- 
red, but has agreed to talks with share-. 
holders until 28 February 1986 on ways 


to cut costs. Changes to the supplemen- 


| tary agreement can be made by mutual 
| consent. 
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rofit at a premium 


OL refuses to trim fleet values to market rates 


orrespondents in Singapore 


espite massive writedowns by other 
state-controlled shipowners 


argest of them all — Neptune 
nt Lines (NOL) — is refusing to de- 
e its ships to bring their book values 
i2 with the depressed shipping mar- 


er since the 68% government- 

ed Keppel Group announced it had 
tten $$131 million (US$59.3 million) 

he value of the fleets of its sub- 
diaries Kepmount Shipping and 
Straits Shipping during the last financial 
ir, the pressure has been on NOL to 
take.its medicine as well, 


nt reporting a loss of the order of 


Keppel's $$173.9 million. Senior NOL 
cials told the REVIEW, however, that 
heir company was forced to follow 
ppel's lead, it would simply have to 

ie assets back up in a few years’ 


Sie s dogged resistance is ; urider- 
di its balance-sheet would be 
ed to absorb any writedown. 
canvassing shipbrokers in Lon- 
longkong and Singapore, the 


has estimated that if written 


t curpent market levels, the value 


ompany's net fixed 


in 
apore during the last financial year, 


even. if it. 


ssets would | 


be 26% lower than stated, and total 


Jiabilities would become the equivalent 


of 8896 of total assets. Book values in 
the latest balance-sheet put the total 
liabilities/assets ratio at slightly more 
than 75%. 

some banks are now admitting pri- 


| vately that without the presence of the 


Singapore Government as a 62% share- 
holder through Temasek Holdings, 
NOL would have had a much harder job 
than it did recently in issuing US$85 mil- 
lion worth of unsecured paper through 
two separate revolving-underwriting 
facilities (RUF). The: first of these 
RUEs, for US$50. million, was the first 
to be denominated in US dollars in 
Singapore when announced last De- 
cember. 


espite being so highly gearedeNOL 
must be.unique among shipowners 

in having nearly 6095 of its ; S$804.9 mil- 
lion term loans (at 31 December) un- 
secured. It is treated by most banks as a 
sovereign risk and is using its Triple A 
credit rating to convert some of its term 
loans — which carry interest rates rang- 
ing from 6.5% to 12.5676 — into three- 
ane six-month notes at 5.25%. More 
capital-related schemes are on the way, 


OTML: S Sends to date, onto their 


own books. The government and. 
OTML believe this is necessary to in- 
crease cash flow to finance copper pro- 

duction to provide. for fu e. pont. | 
When the idea was put fo: b: 
government at a Hongkong 
earlier this year, it got an icy Feception. 
But both the government and OTML 
believe the concept: is now sücepted by 
shareholders. 


The relatively. new head of OTML, 
Roy Shipes, is keen to discuss op- 
tions for a required petmanent tailings 
dam. He acknowledges that the com- 
pany is committed to building a dam at 


Lukwi on the Ok Ma River at an initially 


estimated cost of US$250 million. None- 
theless, Shipes is talking about a dam. . 
costing half this much, which would en: 
tail putting large- particle waste into th. 
local river system and storing only finer l 
material. 

However, OTML would have to 
convince Papua New Guinea officials 
that environmental-protection require- 
ments would be met. The government 
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corporate finance manager Lim How 

Teck told the REVIEW recently. Float- 
ing-rate notes and preference-share is- 
sues being among the options men- 
tioned. 

Lim is confident that the low cost of 


borrowing in Singapore, along with. 


other innovative financing schemes, will 
give NOL a significant advantage over 


| its competitors. He also points to the 


doubling of current. assets to $$611.2 
million last year as an indicat on of the 
overall health of the group. . 
this improvement has been offset 
large degree by a decline in fixed ass 
(largely through ship sales) and an in 
crease in total liabilities — more th 
50% of which are repayable within fiv 
years. "I think they are facing financial - 
difficulties in the short term," said one 
banker, who asked not to be identified. 

Stockbrokers have also been stress- 
ing the inevitability of a writedown by 
NOL ever since the Keppel Group's fig- 
ures, were announced in. May, But the 
mood at NOL is uncompromising: : “We 
think they are wrong,” Lim s d. “If 
someone will tell me there is no [possi- 
bility of] a turnaround then there is a 
case for writing down." Until such timé, 
Lim added, NOL would continue to re- 
sist pressure to devalue its mixed fleet of 
35 containerships, bulk carriers and 
tankers. 

The market, however, remains un- 
convinced that the current. diminution | 
in market value is not permanent. 
NOL's share ids has. co | 
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says the existing dam commitment 
stands, but that it ts willing to discuss al- 
ternatives. The site, meanwhile, poses 
huge logistical problems. One is the ex- 
pense of pumping concrete into convo- 
luted limestone caverns. 

Provided talks go well, the govern- 
ment's aim of early copper production 
could be realised — though that would 
be due as much to circumstance as man- 
agement. Larger-than-predicted copper 
pockets in the ore body's so-called gold 
cap have caused a sharp escalation in 
the cost of chemical processing and 
8 





Keppel shipyard: massive writedown. ' ^"^^" 


share estimate of S$2.54, but a 35% pre- 
mium on a current market asset value of 
S$1.07. Apart from the first few months 
after NOL's 40 million shares were first 
issued to the public at S$4 in April 1981, 
the stock has consistently traded at a 
discount to official asset backing. 

Lim maintained that NOL's depre- 
ciation policy of a 15-20 year working 
life for its ships is conservative — but 
that, he said, is not the main reason for 
NOL's refusal to devalue. Ships are 
treated by NOL as fixed assets and in- 
come earners rather than investments in 
their own right, he said. As a result, 
NOL does not revalue its fleet up and 
down every time the sale and purchase 
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waste treatment, and forced a change of 
plan. OTML has taken a purchase op- 
tion on used flotation equipment in the 
US to extract the copper from crushed 
ore before the use of cyanide to separate 
the gold. 

Friction has marked company-gov- 
ernment relations in the past, but Shipes 
has taken a more accommodating ap- 
proach. “The government is showing a 
remarkably pro-business approach 
which is very encouraging,” he told the 
REVIEW. Bill McCann, of the Minerals 
and Energy Department, has said the 





government recognises the need to cut 
costs and assist project viability. Other 
issues which will be subject to continu- 
ing discussion are possible new equits 
injections by shareholders, and the gov- 
ernment's consideration of restoring tts 
shareholding from 16.5% to its original 
20%. 


> Hamish McDonald writes from Mel 
bourne: Australia’s Broken Hill Pro- 
prietary Co. (BHP) has written off its en- 
tire 30% equity investment in OTME, 
carried at A$97.47 million (USS$69.6 
million). This follows a similar move 


| earlier this year by Metallgesellschaft of 


West Germany, another of the 
partners. The attitude of the third pri- 
vate partner, Amoco Minerals Co. of 
the US, is not yet known 

Announcing the write-off in the 
company’s results for the year ended 31 
May, BHP directors said: “The existing 
investment value cannot be supported 
by prospects for the next few years for 
this venture. Although cash flows are 
expected to be adequate to meet debt 
obligations, there is doubt whether they 





market moves: “If we do it this time, it's 
an admission that we have changed our 
policy," he said. 

Traditionally in the shipping world, 
there has always been some snobben 
on the part of those owners who trade 
their ships for their own account rather 
than hire their ships out to others and 
hope for small operating profits and 
large capital gains. NOL is no excep- 
tion, arguing that what has been sauce 
for the geese (Keppel and Sembawang 
Shipyard, which also had to write 
$$16.65 million off the value of its much 
smaller fleet last year), is not necessarily 
the right recipe for the gander. 


his argument would carry more 

weight were it not for the fact that it 
has only been the inclusion above the 
line of profits from the sale of its ships 
that has kept NOL’s figures in the black 
for the past two years. In 1984, the 
source-of-funds statement reveals that 
72% came from proceeds from the sale 


of fixed assets. Most, if not all, of this is | 
| analysis of NOL s fleet structure shows 


believed to have come from the sale of 
NOL's two largest containerships, the 
2,284-teu (20-ft equivalent unit) Nep- 
tune Jade and Neptune Garnet, to rival 
container operator American President 
Lines at a total reported price of US$58 
million, and the disposal of two old con- 
verted liners. 

No mention of these ship sales was 
made in the 1984 annual report, though 
due prominence was given to the featur- 
ing of one of these ships on Singapore's 
new S$1,000 bill some months after the 
vessel was sold to the US. Although 


will provide an adequate return on the 
| equity investment." However, the db 
rectors said efforts would continue to 
make Ok Tedi profitable o 
NOL's practice of including ship sales 


under operating income makes it dif- 
ficult to gauge its trading performance, 
the source-of-funds statement indicates 
that the company has made a profit ol 
$$70.9 million on fixed-asset disposals 
totalling $$342.9 million. This would in- 
dicate that NOL s attributable profit ol 
S$11.2 million for the year is masking 
losses incurred in its shipping opera 
tions to the tune of S$60 million 

To be fair to NOL, many shipping 
companies include profits from the sale 


of ships under operating incom How 
| ever, NOL's heavy reliance capital 
gains from this source to bolster its fig 
ures seems to undermine its arguments 
against devaluing its fleet to take ac 


count of the catastrophic drop in sec 


| ond-hand ship prices 








It is also perplexing analysts why 
NOL chose to sell off such a large por- 
tion of its potential income earners 
the containerships — at a time when this 
sector was enjoying an all-time high on 
its main trade in the trans-Pacific. An 


that the company sold off 27.5% of its 
total 21,001-teu capacity during 1984. 
(adjusted to take into account NOLS 
part share in two of its listed fleet) ata 
time when other operators were crying 
out for extra capacity on its most impor 
tant trade route 

During the same period it added only 
one 856-teu newbuilding to the fleet, re- 
placing about 4% of its former capacity 
and placed an order for two 3,000-teu 
ships with South Korces Hyundai 
Heavy Industries for delivery in 1985 
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hip fleet fo its former gl 

ins a mystery why NOL chóse the 
ier boom vear of 1984 to reduce its in- 
e-earning potential by more than a 
quarter while it takes delivery of three 

"expensive bulk carriers. 
^. Undoubtedly NOL made a killing by 
selling the Neptune Jade and the Nep- 
"tune Garnet to the Americans at the top 
of the market but it is revealing that 
< chairman H. R. Hochstadt in his annual 
report attributed an overall 3.4% drop 
in container volume last year to "re- 


4 duced capacity.” At US$27.2 million 


apiece, the replacement newbuildings 
care very cheap and will be needed for 
-NOL's joint round-the-world service 
with Hongkong's Orient Overseas Con- 
tainer Line anyway. However, they are 
being delivered at precisely the time 
when most operators fear a ruinous 
price war will break out in the liner- 
shipping industry (REVIEW, 18 July). 
Whatever the operational draw- 


acks of the containership-replacement | 


cheme from the financing angle. Lim 
escribes the Hyundai deal as a "win, 


win, win situation cheap finance. | 


cheap ships and shares." The shares re- 
erred to are the 11.3 million issued at 
1 par value to Hyundai in part pay- 
ment for the ships. which had the effect 
f reducing the stake of the govern- 
nents Temasek Holdings to 62.795. 
linting of future purchase deals, Lim 
aid that any further privatisation of the 
mpany would take the form of a dilu- 
ion of the state's holding rather than di- 
stment to the public. 


eanwhile, the prospects of a turn- 

around in NOL's trading position 
ook unlikely. The bulk-carrier sector is 
he most depressed sector of the ship- 
ing market and is not expected to re- 
over much before 1990. NOL has three 
'anamax and four Future 32 handy- 


sized bulkers, all less than three years | 


‘old. Their immediate resale value is 
probably less than 30% of construction 
'utlay and prevailing rates are well be- 
tow the level needed to recoup operat- 
‘Ing and finance costs. 
2 NOL has also apparently abandoned 
a plan to order a further two container- 
Ships and instead has answered a plea 
for help from a work-starved Japanese 
shipyard by ordering two 80,000 dwt 
'crude-oil tankers in May. At a total cost 
‘of US$50 million, the tankers will be de- 
ivered next year to a joint venture 
ormed by NOL (which will operate and 
manage the ships). the shipyard and a 
Japanese trading house. By most ac- 
counts, NOL's tanker-chartering de- 
partment has been quite successful in 
trading the company's five existing 
crude and product carriers on the spot 
market (one is on bareboat charter to 
Sanko), but overall. the tanker market 
is expected fo remain depressed until 
|987 at the earliest. 
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ANZ & GRINDLAYS.EACH HAS OVER 150 YEARS INTERNATIONAL EXPERIENCE. 


The Australia & New Zealand Bank 
ing Group with its acquisition of the UK 
based Grindlays Bank, has established a 
formidable presence on the international 


banking scene with Group assets of over 
USD30 billion. An asset base that spans 
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5-STAR MEETINGS 
PROGRAMME 


Give your group the high level of service 
and luxury that has made Hilton 
International the best business address in 
the Orient for over 20 years, Deluxe 
eee accommodation and welcome cocktails. 
ES Table d'hote lunch and coffee breaks. 
ES Daylight function rooms and standard 
meeting equipment. All at a price you 
won't mind meeting. 
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2 5-Star Meetings Programme 
2| Tokyo Hilton International 

6-2 Nishi-Shinjuku, 6-chome 
Shinjuku-ku, Tokyo 1060, Japan. 
Eme Please provide me with 5-Star e 
Meetings Brochure 

Name: 

Company: 

Address: 


Tel. No.: 
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China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 
ing China's potential as a market 
for their products. 

Yet, for 23 years, the CHINA 
TRADE REPORT has helped China 
Traders eliminate most of the guess- 
work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China's fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


A confidential monthly newsletter. 
Exclusive to subscribers. 
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ORDER YOUR SUBSCRIP- 
TION (12 ISSUES) NOW! 


The CHINA TRADE REPORT is 
compiled and edited by the Far Eastern 
Economic Review, Asia's most widely- 
read business news magazine. 


Post this coupon today! E 
Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE 


REPORT. | enclose $ 
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Annual subscription rates 


HK$2.185 M$720 S$635 US$280 £255 A$390 


Sent airmail anywhere in the world. 
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Nakasone; Japanese port; Reagan: collision course. TY 


CONOMIC RELATIONS 


Questions of belief 


Japan's market-opening moves draw Western scepticism 


By Bruce Roscoe in Tokyo 


J apan's latest, and presumably final, 
package of measures for improved 
access to its markets which it plans to 
implement over the next three years ap- 
pears to have fallen far short of both US 
and European expectations. Few if any 
of the steps Tokyo plans indicate a wil- 
lingness to sacrifice long-protected 
domestic interests, vet the depth of the 
concessions called for by major trading 
partners required sacrifice as a pre- 
requisite. Instead of serving to quell 
mounting protectionist sentiment 
against Japan, the market “action pro- 
gramme" now appears as a prelude to a 
rade war. 

Although the administration of Pre- 
sident Ronald Reagan and the EEC 
have refrained from issuing detailed ap- 
praisals of the programme (pending a 
thorough study of the measures) private 
comments from officials in Tokyo are 
ominous. The main criticisms centre on 
the absence of key concessions, fuzzi- 
ness over timing,and vague wording 
which is felt to reflect lack of conviction 
for the cause. From the office of Prime 
Minister Yasuhiro Nakasone , down, 
however, Japanese officials have said 
the programme represents the distance 
that Japan is prepared to go on 
market opening. Nakasone has 
said he expects foreigners to 
appreciate Japan's resolve, 
and accept that their own ef- 
forts are what now count in 
order to sell to Japan. In other 
words, Japan will go no 
further. 

The question now is, what 
next? Having laid all of its 
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Note: For fiscal years ending 31 March. 
Source: Bank of Tokyo. 


trade cards face-up, Japan effectively 
has put itself on a collision course with 
Washington and Brussels unless the 
programme produces quick results. 
which it is not designed to do. The ac- 
tion programme climaxes a series of 
about seven such packages formulated 
over the past three years, each losing 
some credibility with the prompt ar- 
rival of the next. For Japan to announce 
vet another programme would be tan- 
tamount to a confession that the latest 
concessions were deficient. Japan will 
not want to lose even more credibi- 
lity. 

Whether the current impasse be- 
tween Japan and the US does ignite a 
trade war now depends almost entirely 
on the intentions of the US Congress. 
Since around 1977, US lawmakers have 
periodically lost their cool and 
threatened retaliatory action against Ja- 
zanese imports. The most severe out- 
burst occurred in April, just before 
Nakasone announced a preliminary 
outline of the action programme. But 
Congress has never had the unity or will 
to carry out its threats. To Japagese 
trade officials, Congress has taken on all 
the appearances of a paper tiger. Japan, 
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Invisible-account deficit 


Current-account surplus 
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in stressing the finality of its program- 
me, appears to have gambled that the con- 
gress is not about to change its stripes. 


A" unknown factor is the readiness 
of the Reagan administration to 
shift its position from one of patience to- 
wards Japan’s efforts to a more comba- 
tive stance. Privately, US trade 
negotiators are exasperated with 
Japan's snail-paced, piece-meal conces- 
sions. Publicly, the administration is 
stating that it opposes the imposition of 
export restraints on the part of Japan. 

This attitude appears to reflect an ac- 
ceptance that a range of factors other 
than Japan's barriers against imports 
are contributing to the huge US trade 
deficit with Japan. Among these are 
Japan's high savings rate against low 
personal consumption, a weak yen 
caused by massive capital outflows and 
the US budget deficit, which has contri- 
buted to the overvaluing of the dollar. 

While Japan is running a trade 
surplus with the US at a current annual 
rate nearing US$50 billion, the US is 
making the most of its underdog status 
to extract each possible access conces- 
sion, though it knows the sum of those it 
wins may not even dent Japan's surplus. 
But it is intent on evaluating the success 
of this strategy not merely on the 
number of concessions won but on the 
direct effect those concessions have in 
boosting US exports to Japan. It is also 
adopting the complicated criterion. of 
perception: it will regard Japan's mar- 
kets as open when its exporters perceive 
them as being open. By these standards, 
sales — not Japanese rhetoric — are all 
that will count for the US. 

The EEC, for its part, is becoming 
less patient with Japan on a number of 
access issues. [t is likely to resort to 
more protectionist measures, in the 
form of higher tariffs or proposals for 
export restraint, unless Japan concedes 
on specific issues. As Japan announced 
its programme, the Tokyo-based Euro- 
pean Business Council quickly noted 
disappointment that high tariffs were to 
remain on cheese, biscuits, confection- 
ery and chocolate, not to mention con- 
tinued barriers against agricultural 
chemicals and cosmetics. 


ut the EEC appears less concerned 

than the US about its trade ties, and 
in fact in most major areas of EEC 
trade, exports to Japan are showing 
consistent growth. Asean members, ac- 
customed to Japan according prefer- 
ence to the US in granting 
trade concessions, have not 
seen much in the action pro- 
gramme that can help them. As 
the US trade deficit with Japan 
this year approaches US$50 
billion about five times 
higher than the 1980 figure 
— any remaining Japanese con- 
cern with fairness in tts deal- 
ings with Europe or Asean ap- 


pear certain to be transcended by wor- 
ries over its relationship with the US. 
By itself, the action programme 
stands little chance of reducing Japan's 
surplus with the US by a margin that 
either country would regard as signifi- 
cant. It would need to be accompanied 
by a huge boost to domestic demand 
and, as recently announced budget 
guidelines for next year show, Japan 
again is charting a course of fiscal au- 
Sterity, with general spending planned 
to grow no more than 1.5%. And some 
of the programme's content is suspect: 
several itfems offered as "new" conces- 
sions had in fact been under negotiation 
for some years and the conclusion of 
trade talks on these merely coincided 
with the timing of the programme's an- 
nouncement. 
In summary, the new steps call for: 

» Tariff cuts of about 20% on more 
than 1,800 items. 
> A cut from 7.1% to 6.5% in the Ex- 
port-Import Bank of Japan interest rate 
on credit for manufactured-product im- 

Orts, in addition to foreign-currency 
oans for such imports. 
> Finance-market liberalisation, in- 
cluding removal of the interest ceiling 
on big-denomination deposits. 
» Tighter controls on counterfeiting of 
foreign products, and access for foreign 
services, such as lawyers. 
> A total of 88 amendments to 24 laws 
to simplify standards and certification 
systems and import procedures. 
> Increasing from 45 to 61 the number 
of government agencies which can pro- 
cure from abroad. 


E though the Japanese Govern- 
ment appears determined to imple- 
ment these limited steps, there are mixed 
feelings among Japanese business lead- 
ers over whether they should be buying 
more from abroad, as Nakasone has 
commanded them to do, European offi- 
cials ‘if Tokyo have been shocked to 
hearsenior Japanese industrialists com- 
ment'that the only viable way for Japan 
to watd off protectionism in major over- 
seasmarkets is to restrain exports. That 
attitude is significant. It pre-supposes 
that either Japanese businesses really do 
not Want to direct their energies to more 
importing or that they do not believe the 
economy is inherently protectionist. 
An equally important worry — and 
perhaps mystery — for Japan's trading 
partners is that none of the official pro- 
nouncements on market liberalisation 
appear inspired by a concern for the in- 
terests of Japanese consumers. At least 
the concessions have not been express- 
ed in terms that show consumers stand 
to benefit by more and cheaper foreign 
goods. By the same token, the major Ja- 
anese consumer groups are not press- 
ing at all for a frdetmg up of imports. In- 
stead, some haVerbéen urging their gov- 
ernment to exercise caution in relaxing 
import corftrols, particularly standards 
and certification. oO 
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ECONOMIES 


Theories of relativity 


The World Bank sees a brighter future than Thai businessmen 


By Paisal Sricharatchanya in Bangkok 


|" contrast to the gloomy outlook of 
many business leaders here, the 
World Bank is upbeat about the Thai 
economy. According to the agency, the 
government is moving in the right direc- 
tion with its stabilisation measures and 
Thailand can expect encouraging 
medium-term prospects. However, 
businessmen blame the austerity drive 
for what they describe as the worst eco- 
nomic stagnation in recent history. 

The divergent prognosis results from 
their different viewpoints. The World 
Bank is concerned with macro-econo- 
mics when it compares Thailand's per- 
formance with other developing coun- 
tries, while the Thais are looking at cur- 
rent markets that are suffering when 
compared with past performance. 

Internationally, the Thai economy 
should be the envy of most developing 
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Amnuay; Anand: bleak economic outlook. 


countries. According to the 1985 World 
Development Report (WDR), Thai- 
land’s exports grew by an average of 9% 
annually during 1973-83, compared to 
the 0.1% average for lower middle-in- 
come and 0.5% for upper middle-in- 
come countries. Per capita income 
(US$820 in 1983) rose by an annual 
average of 4.3% — also favourable 
compared to the 2.9% and 3.8% growth 
for the lower income and upper income 
countries, respectively. 

*However, the annual average gross 
domestic prodiet growth of just above 
5% during 1980484 is a far cry from the 
average of more than 7% in the previ- 
ous three decades. The cumulative ef- 
fect of the prolonged period of slower 
growth is, according to most analysts, 
the cause of the current gloomy atmos- 
phere, The central bank has project- 
ed a 5% GDP expansion this year — 
against a 4.5% forecast by the Bangkok 
Bank. ) 

During a recent visit, a team of 
World Bank officials, led by senior 


| buoyant 


economist for Southeast Asia Andrew 
Steer, gave four reasons to be “@auti- 
ously optimistic" about Thailand's 
medium-term outlook. These include a 
Structural-adjustment programme, in 
progress since 1982; government com- 
mitment to stabilisation measures: 
exports of non-traditional 
items in 1985, and Thailand's strategic 
location in East Asia (Which is expected 
to grow faster than the average middle- 
income countries) plus the relatively 
high proportion of Thai exports (37% 
going to developing countries. 

Steer, visiting Bangkok as head of ? 
mission to appraise the Thai econom 
cautioned that Thailand “is not out oi 
the woods. yet." The government is 
working to lower the current-account 
deficit as a proportion of GDP from 5% 
in 1984 to 4% this year; but according to 





Steer, that level is still not sustainabl 
With the assistance of the latest 585 Ma- 
lion special drawing rights (SDRs — 
US$603 million) package from the IMF 
(REVIEW, 4 July), the target is to bring 
the deficit down to 395. 

Steer also pinpointed high domestic 
interest rates, low public savings and the 
private sector's gloomy outlook as un- 
helpful internal factors. But Steer said 
Thailand “is a lot better off than most 
other developingo»countriess" The 
WorldoBank is'particularly impressed 


With ,@Mhailand’s integrated debt man- 


agement, which is cited as a model in the 
WDR, 


pay prompted by the debt-servic- 
ing difficulties in the Philippines, 
Bangkok last year elevated an external- 
debt committee into a national debt-po- 
licy committee which, for the first time. 
integrated public external debt and pub- 
lic domestic borrowing plus private bor- 
rowing into the same policymaking pro- 
cess. Chaired by Finance Minister Som- 
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mai Hoontrakul, the committee's re- 
sponsibilities include vetting all loan re- 
quests (including military loans) from 
government agencies and state enter- 
prises. A US$1.3 billion ceiling has been 
set for this year’s public foreign borrow- 
ings — a ceiling likely to be retained for 
the next two years. 

The World Bank comments, follow- 
ing the release of the WDR, came only 
days after two prominent businessmen 
— chairman of the Bangkok Bank's 
executive board Amnuay Viravan and 
vice-chairman of Saha Union Corp. 
Anand Panyarachun — plus a senior 
politician, speaking at a Bangkok semi- 
nar, all painted a bleak economic out- 
look. (Amnuay and Anand used to be 
senior official in the finance and 
foreign ministries, respectively: the 
former was finance minister in 1980 and 
the latter was head of the Asean task 
force in 1983.) 

Some World Bank officials have pri- 

ately expressed concern that the gov- 
ernment's determination may waver 
under the heat of the extensive private- 
sector criticism which has built up in re- 
cent months, as well as political pres- 
sure from within the ruling coalition. 
The agency's upbeat line is, therefore, 
seen by some observers as a morale 
booster. g 

Although manybusiness leaders and 
private economists accept the principle 


of austerity, they have taken the gov- | 
ernment to task on several vital issues. | 


Both Amnuay and Anand have spoken, 
albeit obliquely, against the high mili- 
tary budget and called for a realignment 
of national priorities. In an earlier pub- 
lic address, Amnuay said: “Are we 
caught in the classic guns-versus-rice 
scenerio . . .? The government cannot 
demand austerity and sacrifice. from 
some sectors of society while leaving 
other sectors relatively untouched . . .” 
The government's heavy reliance on 
axation for short-term revenue (to 
,neet larger-than-expected budget de- 
ficits) is also widely criticised. Accord- 
ing to Anand, a tax package like the one 
imposed in April (REVIEW, 18 Apr.) re- 
tards private-sector growth. “At a time 
when government expenditure is con- 
strained [by a zero-growth budget], tax- 
ation should be used to stimulate pri- 
vate investment so that the private sec- 
tor could take over the burden [of pull- 
ing the growth locomotive] . . ." 
Finally, there are rising expectations 
for a more decisive leadership. Describ- 
ing the current state of national admin- 
istration as one of crisis management, 
Amnuay said that the country needs a 
strong leadership which can take initia- 
tives on overhauling the educational 
system, halting the depletion of natural 


resources and improving the production | 


and quality of exports. Thailand, he 
said, has been producing too many so- 
cial science graduates at a time when 
it needs more scientists and techni- 
cians. u 
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Faulty flight plan 
Nepal's airline runs into turbulent business currents 


By Kedar Man Singh in Kathmandu 


A combination of inefficiency, old and inadequate aircraft and low load 
factors on both international and domestic services may have caused the 
first loss in a decade for Royal Nepal Airlines Corp. (RNAC) in the year 
ended mid-July. As a result, RN AC may lose further nd to Indian Air- 
wp (IA, the Indian domestic line), and its short- and long-term plans could. 


^ 


- j m 
B MD" d "S MES p" g o II 
PEN "$$ 9. , x A | 
SF Ti EUG A S o 
"gu tw , r à A ! 
> zs i J 


* 
* 
‘ 


 RNAC's niri atem has been trouble in lining up a leased aircraft to re- — v 


— which had to be removed for major 


ce 





much more n In the end, RNAC hired a Boeing 737 from LA — 
hich further fanned fears that the Indian airline was supplanting RNAC. 
(Another 727 has had to operate with reduced payloads due to a fuel-tank 
een thet DON being repari m EAD 
Lip wor patcr redhead nip ot, ihn A and other Asian car- 
riers largely because of its own inefficiency ities say IM een M 
have not been successful and, on a more mundane level, difficulties in confirm- 
ing seats at New Delhi for onward flights have lost the line passengers. (1A 
flies to Kathmandu 24 times a week from New Delhi and other in India, 
it RNAC's strongest direct competitor.) RNAC have a five- 











RNAC Boeing 727: losing ground. 

year advisory agreement with West Germany's Lufthansa, but this expired. 
RNAC's expansion into international service the past two fiscal 

years has not been entirely successful. New services to Dhaka, Ran- 





ongkong, Dubai, Karachi and S have not been well patron- 


sH 
EAE ond ike lec was oblined to cut fares by to 45% in an effort to get more — 
nie pies ree 


passengers. Despite the , the interna 
down to 52% from 54% last year. The overall load factor is 58%. 

There have been losses on the domestic side as well. Of 37 domestic routes, 
many to remote areas of the country where there is little or no practicable al- 
ternative ert only four are making a profit. RNAC has been losing 


some Rs 35 mi (US$2 million) a year on these services. An attempt to 
stem the losses by raising fares by as much as 60% drove many away. 


passengers 

RNAC's fleet totals 17 aircraft, including the 727-100 and 737 for the inter- 
national routes. Under the line's two- and 10-year dro Ere. it hopes 
nA ott ee ee and A 

310-200s. It will also spend Rs 70.4 million this year on pontis 
which include a new Twin Otter and repairs to existing ai . The line 
yo and Shanghai. 

But its critics say it will have great trouble these things if it cannot 
make its marketing systems and operations more t. For example, the 
line set a revenue target of Rs 670 million for the just ended 1984-85 year, and 
it hopes to collect Rs830 million during the current vear. But there is no way of 
knowing whether last year's target has been met or whether the line has, as 
feared, lost money: the backlog of work is such that neither the 1984-85 nor the 
1983-84 accounts have yet been published. ' 
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tions in time to renew a lease with Dan &irof —— 
and alternative aircraft all appear to have been — — 
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| COMPANIES 


By James Clad in Kuala Lumpur 


major row has erupted over plans 

by a politically linked holding com- 
pany to buy into a big Malaysian com- 
mercial bank. During the past two 
years, Malaysian Indian Congress 
(MIC) politicians have been manoeuvr- 
ing to buy a 33% Indian Government 
stake in United Asian Bank (UAB), 
Malaysia's sixth-largest bank. The in- 
strument for their plans is a newly 
formed investment vehicle, Maika 
Holdings (REVIEW, 19 Apr. '84). 

The move would give Malaysian In- 
dians majority control of the bank — a 
symbolic and substantive victory that 
MIC president (and Minister of Public 
Works) Datuk Samy Vellu would dearly 
like. "Bringing home" the UAB, which 
had end-1983 assets of M$3.54 billion 
(US$1.4 billion) has become a key ele- 
ment in his stewardship of Maika. He 
also wants the company to buy an In- 
dian Government-owned insurance 
firm, United Oriental Assurance. 

But Samy Vellu's hopes — which, he 
told the REVIEW in 1983, had Prime 
Minister Datuk Seri Mahathir 
Mohamad's tacit backing — received a 
setback when UAB chairman Tunku 
Ariff Bendahara spoke out publicly 
against the plan. Ariff issued a state- 
ment while Samy Vellu was in India to 
talk to Prime Minister Rajiv Gandhi 
about the acquisition proposals. 

"Any attempts to turn the clock back 
should be avoided," Ariff warned on 29 
July, adding that moves to rearrange 
equity "should be made under the 

uidelines of Bank Negara" (BN, Ma- 
aysia’s central bank) — an observation 
some bankers saw as somewhat redun- 
dant Since BN's Foreign Investment 
Committee must in any event approve 
the deal. Some in the MIC also saw 
Ariffs remarks signalling either ner- 
vousness about his position (Maika, 
they said, could join other shareholders 
in seeking a new chairman) or a wider 
reluctance among some elements in the 
dominant Malay community to let 
Maika make the UAB subservient to 
local Indian interests. 

The UAB dates from a December 
1972 merger of the Malaysian interests 
of three Indian Government-owned 
banks: the Indian Overseas Bank 
(IOB), the United Commercial Bank 
E and the Indian Bank. Apart from their 
| collective, residual 33% share (of which 
IOB has the largest portion), bumiputra 
(indigenous Malaysian, mainly Malay) 
interests hold another 30% — including 
chairman (and Pahang State royal fami- 
ly member Ariff's stake (about 5-6%), 
and lesser holdings by chief executive 


um | 








Community of interest 


Malaysian Indians seek a symbolic investment victory 


director Ismail Dato Abdullah (about 
295) and by various Malay foundations 
or State Economic Development Cor- 
porations. Through interests linked 
mainly to the Selangor Dredging group, 
Malaysian Chinese interests also hold à 
4% stake, sources said. 

Local Malaysian Indian sharehold- 
ing is much more substantial. Retail mil- 
lionaire (and UAB vice-chairman) Tan 
Sri Kishu T. Jethanand owns about 
10%, both personally and through 
nominees, while Asian Holdings — 
owned by Jethanand and other wealthy 
Malaysian Indians — holds another 5- 
6% . Thousands of small investors, over- 
whelmingly Indian, comprise the re- 
maining shareholders. 

Some among the 1.3 million Indian 
community (approximately 9% of Ma- 
laysia's population) have come to regret 
the UAB merger a decade ago, feeling 
that their community "lost" two com- 
mercial-banking licences in the process 
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back. 


Ariff; Samy Vellu: a 


(BN strictly. controls new licences). 
Despite the government achieving, on 
some estimations, about 70% 
bumiputra weighting in the banking sec- 
tor® some MIC stalwarts fear it aims at 
majority Malay control of the UAB as 
well. Among various objectives, Malay- 
sias New Economic Policy officially 
aims to have 30% of all corporate equity 
in bumiputra hands by 1990 to help 
“eliminate identification of economic 
function with race.” 


JA though touted as a mse to reverse 
trends that have brought down the 
amount of corporate holding in Indian 
hands to about 1% by 1983, Maika has 
not rushed into the kind of widespread 
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acquisitions that were the rage of the 
late 1970s and early 1980s in Malay and 
Chinese — investment-holding com- 
panies. Apart from a 10% stake in a pri- 
vate TV station and a more recent pur- 
chase of plantation land, Maika has 
kept its money in the bank — in 
UAB, to be precise — one of the many 
ironies of the affair. Maika became 
the bank's largest depositor after reach- 
ing its M$100 million paid-up capitali- 
sation last year — achieved in part 
when it went public with a M$50 million 
float. 

And much of the new shareholding 
was financed by the UAB. Sources 
cautioned, however, against concluding 
that UAB “has gained both ways" from 
the Maika float: many loans (with the 
Maika shares as collateral for as much as 
90% of funds lent) are believed to be 
non-performing. One reason for this 
situation: shareholders have yet to re- 
ceive the informally promised 10% ar 
nual dividends. Indeed, one wag insic 
the UAB suggested the bank could 
foreclose on problem loans and acquire 
enough Maika equity thereby to blunt 
the bid for New Delhi's UAB stake (de- 
tails of which remain closely guarded). 
UAB has other problems: though sixth- 
largest in assets-and-deposits ranking, 
the bank’@ 1983 returns gave it only 13th 
place fn net pre- and after- 
tax profitability. 

Ariffs pre-emptive 
move drew strong support 
from parts of the Malay 
business community. A 
functionary of the United 
Malays National Organi- 
sation Youth movement 
described Samy Vellu’s 
private discussions with 
Gandhi as “improper,” 
and the Malay-language 
press has given the con- 
troversy top  billin- 
Malay Chamber of Cor 
merce chairman in Kuàsa 
Lumpur, Mohamad Izat 
Amir, said Samy Vellu 


should only conduct 
business with India 
through the Foreign 


Ministry — which may 
be more preoccupied with adverse di- 
plomatic fall-out from the affair. In re- 
cent years, New Delhi has also been 
piqued by some Malaysian attitudes, 
such as Kuala Lumpur's reaction to 
India's. tourist-entry or regional-secu- 
rity policies. . 
But the most obvious consequences 
are domestic, where some see the issue 
masking a deeper rift between Samy 
Vellu and Mahathir — a disagreement 
that emerged most visibly when 
Mahathir dressed down the MIC leader 
at a June cabinet meeting, taking 
Samy Vellu to task for statements alleg- 
ing civil-service employment discrimi- 
nation against Indians (REVIEW, 11 
July). oO 
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^. Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
“yese events, compiles analyses and interprets them. 
Jo businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 

of Asia at your mgs as does the Asia Yearbook. 


.. Now In its 26th Edition | 

. The Asia 1985 Yéarbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
. produce a book that anyone who: nas any dealings with 
| Asia should have on the bookshelf. 













features 


. essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
'opulation, Development Banks, Asian Finance, Asian 
investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. | 


=. -Fhe main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
«Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture’ — ranging trom Afghanistan through China, to 
4. Korea and Japan. down through the Philippines to 
_ Australia and New Zealand and then back to Pakistan 
via india, Indonesia, Singapore and Malaysia. 


: a ‘As in the past, the Yearbook has an abundance of 
«Charts, tables and graphics to illustrate thee material, 


i |. including a full military profile of every country. Each - 


Country has a new map to go with its chapter. 


` Country-by-Country Analysis 
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‘gen tots and Social Affairs, poten) Relations 





The Asia 1985 Yearbook inc ludes a newcomer to every 
chapter — the Databox which gives an instant glance of. 


. Each country is discussed with up-to-date reviews of its 














































and social and cultural landmarks. Each section ha 

also been supplied with.a set of vital statistics com 
against a master questionnaire provee by Yearboo 
experts. - Cum 


How We Did It 
Published by the Far Eastern Economic Revie 
Yearbook i is the result of thousands of man- -hou S 
every year. Every week, the Review's correspor 
provide on-the-spot reports from every major 
capital. From Islamabad to Tokyo, Peking to Cai 
and virtually every area of interest throughout Asi: 
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lamish | McDonald in Sydney 


. tween the Labor Party government 
yf Prime Minister Bob Hawke and the 











become strained, with evidence of re- 
surging inflation caused by this year's 
sharp fall of the Australian dollar. 

_ Hawke and Treasurer Paul Keating 
lad been expecting that higher import 
prices from the 20% fall in the Austra- 
lian dollar against major currencies 
ince February would take up to 18 
onths to filter through to local prices. 
it. lag would have given them consi- 
able flexibility in seeing that the cur- 
cy-induced component of inflation 
-not recycled back through automa- 
ix-monthly adjustments of wages to 
sumer price index (CPI) movements 
ider the government-trade union 
'es accord. 
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4 Correspondent in Rangoon 
Burma’s major export earner, the 
oT i ultural Sector remains the 
ernments main target for produc- 
| growth and modernisation. Despite 
g prices on the world market for 
nd bulk grains in recent years, gov- 
nt plans call for further efforts to 
high-yield crops. However, 
the international sharing of ag- 
ltural-science developments and 
hestic-research programmes provide 
ers with improved seedlings and 
estock, Burma must face the cost of 
odernisation — in mechanisation and 
e use of expensive fertilisers and pest 
ntrols. 
_ Latest government figures show that 
igricultural-product exports worth 
«yat. 1.8 billion. (US$218.8 million) 
vere shipped in 1983-84, slightly more 
an half total exports which were worth 
yat 3.4 billion. Forestry products, 
ainly teak and hardwood logs plus 
ber conversions, accounted for 
gn-exchange earnings of Kyat 919 
ion, more than a quarter of ex- 
ts. If animal and marine products 
tth Kyat 92 million are taken into ac- 
nt, the land: and sea produce more 
n 80% of Burma's export earnings. 









ange markedly for some time. 





ustralian currency devaluation unravels wage o paét 


"he partnership on wages policy be- 


] rade union movement in Australia has: 


rrent developments in industry and | 
ng suggest these percentages will s 





` The accord, which has been operat- 
ing since the outset of the Hawke gov- 


„ernment 27 months ago, is credited with 
"containing the strong wage pressures 


which usually follow any upswing in the 
economy. As the economy sustained 
annual real growth of about 5% since 


. mid-1983, inflation was cut back from 


11.5% to a low point of 5.1% (on an 
annual basis) in the final quarter of last 
year. 

The accord was not designed to cope 
with the floating of the dollar, which 
took place in. December 1983, This 
wage uncertainty emerged as a critical 
weak point of the economy as the cur- 
rent-account deficit surged, reaching 


-A$10.1 billion (US$7.17 billion) in 


1984-85 (to 30 June). Restored competi- 


tiveness from the corrective fall in the 


dollar would be eroded if wages were 


which, after all, were lured into the ac- 


easier for economists to urge than it will 
be for Hawke to sell tothe trade unions, 







cord by his promise that real wages 
would be maintained no matter what 
happened. 





he crisis has come early for Hawke. 

The CPI increase for the quarter to 
June was 2.4% showing stepped-up in- 
flation from the 1.3-1.4%. rises in the 
previous three quarterly periods, and 
probably heading for an annual rate of 
about 8% by the end of the 1985-86 fis- 
cal year. Keating identified 0.93 of a 
percentage point of the CPI increase.as 
coming from higher import costs, with 
higher petrol prices under the govern- 
ment's import-parity pricing system ac- 
counting for a little more than half o 
this import effect. Under wage indexa- 
tion, this would be fed into wages at the 
next adjustment, for the January: une 
half year, due in October. oe 

Keating had little trouble convincing 





ing on the past 


ew is not always better on Burma’s farms 


Rice has been the key factor in the 


| agricultural sector's improved perform- 
ance in the past 10 years. Production 
reached 14 million tons of paddy in 


1983-84 according to official figures. 
High-vyield rice varieties accounted for 
about 1.3 million tons of paddy in 1983- 
84. Provisional figures released by the 
Burmese Government suggest that fig- 


ures for paddy production and exports. 


will be about the same for 1984-85, 
though the number of acres sown for 
rice cultivation rose to 12.14 million in 
1984-85 from 11.94 million the previous 
year. (Burma's fiscal year runs to 31 
March.) 

Since 1977, an estimated US$300 
million has been invested in the high- 
yield rice programme with a large share 


| of funds coming from the United Na- 


tions Development Programme and 
through bilateral aid grants from the 
West. The type of aid has changed with 
the success of the programme. Most 
monev is now provided for post-harvest 
storage and milling, areas where more 
work is needed. to obtain full PERSIUS 


-from improved yields. 


Currently, some 40 high-yield rice 


| Strains are available, with about 10 being. 
very popular with farmers. The strains 


were developed by government scien- 
tists using importe: 





rice programme are increasingly 


d rice varieties at the | i 


Research - 


Institute. in 
Yezin in central Burma with assistance 
from the International Rice Research 
Institute (IRRI). Since the successful 
Whole Township Rice Production Pro- 
gramme was launched in 1977 at two 
townships (Shwebo in Mrd Burma and 


Agricultusal 


Seikkyi in lower Burma), the numberof 
townships planting high-yield rice has 
grown rapidly to 82 of Burma's 314 
townships. The total acreage sown with 
high-yield rice. grew to 6.34 million in 
1984-85, some 52% of all land sown with 
rice. 

Lessons learned from: the. high-yield 

beine 

applied to other crops. “Burma is doin 
its best to maintain the momentum wit... 
its rice production and the government 
is now considering whether to diversify 
those efforts,” commented a Rangoon- 
based diplomat. “Diversification proba- 
bly will happen as rice. prices are de- 
pressed internationally. Pulses and 
legumes are other crops the government 
may promote. The government is look- 
ing at more systematic agriculture 
production in future, but thege still 
are problems wit! * transporting and 
packaging the crops," the. diplomat 
said. | 








he introduction of other high-yield- 

ing crop varieties has spread to 168 
townships. So far, 19 other crops have 
been added to the high-yield program- 
me including. wheat, maize, millet, 
groundnut varieties, matpe,- butter- 
beans, jute, cotton, sunflower and sugar 
cane. | | 
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cabinet colleagues, already shaken by 
the rough ride given to Australian 
policymakers by international financial 
markets this year, that the government 
had to grasp the nettle of “discounting” 
in some shape or form. Both Keating 
and Hawke have been hard at work in 
private meetings and publicly to per- 
suade leaders of the Australian Council 
of Trade Unions (ACTU) to concede 
in the interests of all. In a speech on 
30 July, Hawke said: “If the deprecia- 
tion is to make its full contribution to 
growth in employment there must be, 
temporarily, slower growth in real 
wages than there might otherwise have 
been." 

Hawke's hopes of a sympathetic 
hearing from the ACTU — which he 
headed before entering parliament five 
years ago — rest with its pragmatic new 
leadership, including its senior vice-pre- 
sident Simon Crean and secretary Bill 
Kelty. But it is a bad time to ask. With 

rean still carefully steering towards his 
..2ar-certain election as ACTU presi- 
dent in the council's congress next 
month, it is not a time to be agreeing to 
cuts in real wages for the trade union 
rank and file. Crean and Kelty gave an 


MS 


appointed village managers backed by 
village councils. Almost 7,000 village 
managers have been appointed, each 
responsible for about 3,000 acres of 
sown land. With estates formerly owned 
by Chinese and Indian families long 
since nationalised (following the rise to 
power of former president Ne Win), less 
than 15% of farm holdings exceed 20 
acres in size. About 60% of land is 
farmed in holdings of five to 20 acres 


AR EASTERN ECONOMIC REVIEW e 15 AUGUST 1985 


"s 


Produce sellers in Rangoon: major export earner. DAVOM HAYES 
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immediate and public “no” to discount- 
ing. 

In an interview with the REVIEW, 
Crean argued that discounting would 
place the entire wages policy in 
jeopardy, by encouraging wage cam- 
paigns outside the framework of indexa- 
tion. This is a point taken up by some 
economic commentators, who say that a 
flawed wage accord is better than none 
at all. Cuts in real wages, Crean said, 
could not be sold when the economy 
was entering its third year of 5% 
growth. However, Crean said the 
ACTU was prepared to investigate "a 
number of ways" the currency deprecia- 
tion could be managed. 


ne avenue of escape from the di- 

lemma could be in deferment of a 
union claim soon to come before the 
Commonwealth Conciliation and Ar- 
bitration Commission — the country's 
quasi-judicial industrial peacemaker — 
for a general rise in wages for productiv- 
ity gains over the two years of no real- 
wage growth. Leaving these gains with 
employers for some time longer would 
compensate for higher wage bills from 
undiscounted indexation. 


and 25% farmed in units of 
less than five acres. 

Holdings in excess of 20 
acres are usually farm in- 
dustrial crops, such as sugar 
cane and rubber. Most are 
ip pk i as the size of 
land holdings which can be 
farmed is limited by what a 
farmer and his family can 
cultivate. 

All land is state-owned, 
so while land can be inherit- 
ed, it cannot be sold. Some 
26 million acres are used for 
crops today compared with 
19 million acres in 1961-62 
and 18.8 million acres in 
1940-41, before World War 
II overtook Southeast Asia. 

Now in the last year of 
the Fourth Four-Year Plan 
(1982-83 to 1985-86). im- 
proved yields have already 
become evident for a 
number of other crops. 
Groundnut production rose 
from 564, tons in the 
plan's first year to 656,Q00 
tons last year, while pulse 
crops grew, from 509,000 
tons td 667,000 tons last year. Sesame 
rose from 177,000 tons annually to 
228,000 tons last year. Cotton produc- 
tion increased. from 94,000 tons to 
123,000 tons. 

Increasing crop yields requires more 
than just improved plant strains, 


though, and government spending on 
fertiliser has grown sharply to boost 
crop production. The amount of fer- 
tiliser used by farmers rose almost 70% 
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Crean and his colleagues show little 
interest in this idea, and many 
economists argue that the size of the 
dollar's depreciation would make it only! 
partially effective. Some evidence of 
wages “creep” on top of indexed gains, 
perhaps by up to 6% in some industries, 
would also indicate that productivity 
gains have already been reaped by 
many. 

Another approach would involve 
compensation for wage carners through 
income-tax adjustments and cuts in the 
petrol excise. The depreciation and the 
boost it has given to the cconomy has 
given Keating more flexibility in the 
1985-86 budget he will announce in par- 
liament on 20 August. The recent lift in 
the Australian dollar, from its low point 
of about 65 US cents to nearly 72 US 
cents, will also ease petrol prices a 
little. 

Crean has denied reports that à 
trade-off along these lines has already 
been worked out with Hawke. How- 
ever, he said that these days the | mons 
were willing to be flexible about how 
workers were compensated. “The pres- 
sure has come off wages as the major 
source of distribution," he said ü 


during the past four vears to 405,000 
tons in 1984-85. The amount of fertiliser 
used for paddy production increased by 
slightly more than half during this 
period. 

More than 97% of the fertiliser 1s 
used for high-vield crop varieties, with 
roughly 80% being used for rice alone. 
Of the fertiliser purchased by the gov- 
ernment, 284,000 tons were imported. 


hile the Burmese Government is 

planning to produce fertiliser as 
part of down-stream production if the 
worldscale Martaban natural-gas pro- 
ject attracts the necessary US$! billion- 
plus foreign-exchange funding, several 
smaller projects are currently under 
construction to boost domestic fertiliser 
production. 

Recently discovered natural-gas.de- 
posits in central Burma will be used for 
fertiliser at an ammonia-urea complex 
under construction by Udhe. a sub- 
sidiary of Hoechst of West €x rmany 
The plant will produce 200,000 tonnes 
of urea annually when completed. Pro- 
duction of urea at a 20 year-old Japan- 
ese-built plant at Sale on the Chauk gas- 
field has just been boosted to 180 tonnes 
a day following a US$30 million expan- 
sion project completed by state-owned 
Voest-Alpine of Austria 

Mechanisation is also helping 
Burma's farmers, but tight state con- 
trols on imports and limited local pro- 
duction of mechanival agricultural 
equipment seems certainito support the 
use of traditional and modified Third 
World agricultural technology in future, 

Aware of the problems same peasant 
farmers have come to face in other de- 
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benefit, "which allow. the e coun- 
avoid the problem of importing | in- 
opriáte technology... 

ractors are not accepted as foreign 
ecause of the local fuel shortage. 
1e Burmese Government prefers the 
buffalo. With foreign-aid tractors, you 
can have problems with spare parts and 
so on," commented a diplomat. “It is a 
good idea to use animal power. For 
example, in Thailand there is a trend 
 awáy from tractors. Another case is 
Nepal; farmers with hand tractors were 
gaining most profit by attaching a trailer 
ising it for transport. The hand 
ors were not viable just for use in 
fields, they had to be used for trans- 
water payne? to ewe a return.’ 























Philippi nes has achieved substan- 
improvements on its external- 
nts position and on containing in- 
after six months of extreme au- 
y under an economic-recovery 
ramme which is being implemented 
oordination with multilateral finan- 
institutions. These gains, however, 
come about at the expense of a 
ange of domestic activities. —— 

ainly because of continued non-in- 
ition in the exchange. rate of the 
and an easing of rules to facilitate 
ts, the current-account balance re- 
eda surplus of US$165 million at 
pril, following a big cut in the 



























1.3 billion in 1984. The balance- 
ments position showed a surplus 
338 million as of end- April. 

most significant achievement, 
er, was in bringing down inflation 
"average of 37.8% in the first six 
ionths, from 40.2% in the comparable 
period in 1984 — and 50.3% for the full- 
year 1984. From 45.3% in January, the 
year-on-year rise in consumer prices 
slowed to 27.6% in June following con- 
ractionary monetary measures insti- 
RE "Y the Central Bank of the Philip- 











funds aw reddis new produc- 
1 ‘decline of 15% in 
u icturfg activity in the first quar- 
of 1985 led to a 3.7% drop in the 
x product for the period, 
rding te to government statistics. Ini- 
timates for the first hali vice a 
drop of up to 5%. 
onomists are pro 
P may post al 




















full-year deficit of US$2.75 billion © 
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; Tractors c ar e 


s | mostly used for ground- breaking, after 


which oxen are brought i in to do the ac- 
tual ploughing. Farmers can hire tract- 
ors short-term from the Ministry of 
Agriculture and Forests. Cooperative 
societies appear to be the other main 
owners of tractors, which are used most 
extensively in sugar plantations and on a 
more limited scale on rice farms in the 


dry zone and in the preparation of jute- 


cropping areas. 

Improved implement design appears 
to offer greater advantages for the mo- 
ment with the IRRI having brought in à 
metal plough influenced by designs in 
Thailand and the Philippines, which can 
be drawn by a single bullock — rather 
than a pair as traditionally used by Bur- 
mese farmers. 





PHILIPPINE INFLATION | 
. Year-on-year rise in CPI 


to 3%, compared to a fall of 5.5 
1984. 

Generally weak domestic demand is 
leading government technocrats to- 
wards counter-cyclical measures again 
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| toinduce demand in certain sectors. But 

















ments paying nearly 40% a year. 


| furthe r co nstri 
b limited access tc 


what thev can achieve through these 
means will be constrained by the limited 
resources of the government and a ceil- 
ing of P6.2 billion (US$331.5 million) 
on the budget deficit agreed to under a 
standby credit arrangement with the 
IMF. As of end-May the government 
reported a budget deficit of P1.8 bil- 
lion. Government officials are currently 
negotiating with the IMF for a possible 
increase in the full-year 1985 budtet-de- 
ficit ceiling. 


he central bank's method of reduc- | 


ing liquidity since late 1954 has con- 
sisted mainly of offering debt instru- 
That 
resulted in. commercial-bank lending 
rates of up to 5095 until early this year, 
n business’ already- 
pital. Central bank is- 
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. of 24.69% > 
|| same period in 1984, 


; et ipt 
has about 5 5 mil- 






‘lion. draught cattle, all working two to a 


yoke. Traditional practice has been to 
castrate the best bulls for plough-draw- 
ing bullocks, but improved breeding is 
expected to result from new policies ad- 
vised by visiting agriculturalists to keep 
the best bulls for stud and not castrate 
them to draw a plough. | © 
Keen to boost export earnings from 
agriculture while industrialisation oc- 
curs slowly, Burma is likely to be one 
country where appropriate technology 
is used almost exclusively due to gov- 
ernment economic controls and general 
technological backwardness. . For. the 
farmers, any relief from back-breaking 
planting and harvesting will come from 
butfalo-drawn planting and harvesting 
machinery this century. Factory farm- 
ing is still a long way off. n 
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suances of open-market instruments 
amounted to B9.9 billion in the first 
quarter of 1985 and PSt ilion towards 
the end od June. 

With the trend tewards slower infla- 
tion apparently established, the central 
bank has started easing its reins on the 
money supply — which has also been al- 
lowed to grow faster under a revised 
ceiling set by the IMF. Money-market 





transactions in the January-May period. 












posted a weighted average intere 
. compared to 28. aus 





the first half, total new capital and aw 


p vestments shot up. by 85.3% to 1 p3. I 


REVIEW GRAPH by Andy Tang 





billion; of which. nearly 67% 
counted for by re-investment. (wl 
climbed by nearly 94% from the yea 


before level). This should i improve th 


labour situation, where there is a 
nationwide unemployment rate of 
about 15% — in Metro-Manila it 1s esti- 


mated at some 25% — of the labour 


force of some 20 million. Underemploy- 
ment affects about 45% of the work- 
force. | dodi. 

Weak domestic. demand: has also 
slowed the country's foreign trade. Ex- 
ports as of May amounted to 1J8$1.93 
billien. down 16: 7% from the previous 
year sdevel, while imports reached 
US$2:14 billion, down 12.5%. The 
trade deficit was trimmed to US$207.1 
million, from the year-earlier US$281.9 
million. The government is projecting a 
| decline of 15% in exports for 1985, 
| though independent economists see a 
lower rate of about 10%. The govern- 
ment cites the slowdown in trade — re- 
sulting in reduced customs-duties col- 
lections — in. their plea to the IMF for a 
higher ceiling. on ius. year S budget. deficit. 







































s x « — 


specialize in growth. 


Tov Kobe Steel offers a full array of projects, products and services that | 
Laake : helps countries grow and prosper in a big way. | 
pe For instance, through our efforts | 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 
° Kobe Steel's integrated industrial capabilities. 
KOBELCO. It’s the mark that’s growing in international importance. 


| 









information on how Kot 
help you grow please 
write for our annual report 


P aches and Steel - 
<> KOBE STEEL, LTD. | 


TOKYO HEAD OFFICE : Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601! KORSTL J 
SINGAPORE OFFICE : = 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne 


. On July 4, 1912, our hotel guests checked in to the accompaniment B AREFOO j 
of sky rockets, champagne in bowls,9 orchestras and an audience of 5000. R 
Any day this year you can check in with only slightly less attention. EP ORTER 


The best of the Richard Hughes 


The newest, old tradition The Manila Hotel has been sophisticated traveler. columns from 1971 to 1983 
in the Orient is back. With all reborn an architectural Arrive by helicopter on 
the old elegance, serviceand masterpiece, an uncompro- the roof or by limousine at FarEastern Economic 
attention you thought wasa misingly unique resort hotel, the portico. But however you 
thing of the past, every weaving the best of the come, when you check in to 
modern luxury you could past with the best of today. The Manila Hotel, you'll 
dream of and a magnificent Where timeless traditions of know you've arrived. 
hotel lobby beyond your Philippine hospitality and Soft Cover: 184 pages 
wildest dreams. impeccable service answer FOR RESERVATIONS: 

We still even offer a the demands of the most MANILHOTEL Tele TT 40537 


choice of as many as six ; MHOTEL PM ETP! 63496 MHOTEL PN 


+ vc cilia RCA 22479 MHC PN 
aiio rire ai nca UTELL INTERNATIONAL LTD 


PAL DISTRICT 
with Manila Bay's world SALES/ RESERVATION OFFICES 
famous sunset for a 


WORLDWIDE 
backyard, 











One of a dozen incredible places you must see 
in the Orient aw you a fantastic offer 
from May I to September 30, 1985 


Yes! Please send  copyí(ís) of the 
Barefoot Reporter for which I enclose 
US$7.75 each ; 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 


| 

| 

| 

| 

| 

| 

| 

| per copy R0815BFR 
| Send to 

| Name: ———— —— ———————— 
| 
| 
| 
| 


Address 


* 
'Applicable to single or double occupancy in 
Superior de Luxe Park, Bay rooms and Large 
Superior de Luxe rooms onlv. 
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To: Publications Division 
FAR EASTERN ECONOMIC REVIEW 
G. P. O. Box 160 
Hongkong. ° 


ravel Trade Asia 


A first for the Review, this Focus on Asia’ s Travel Trade 
‘isnot a destination guide but a detailed analysis of the entire 
-tourism industry in Asia and its place in the national 

economies of the Region. 





The Focus to be published in the issue cover-dated 12 
September 1985, will examine every aspect of tourism from 
the airline industry right through to the lucrative convention 
and conference business, the rapidly developing incentive 
travel and exhibition industries. Focus will also look at what 
each country is m to DISIDIQVE facilities to maximise 
revenue. 





* As the world's premier publication on Asian affairs, the 
Far Eastern Economic Review's audience represents the 
highest concentration of Asia's decision-makers in business, 
banking, government and the professions. Research shows 
that an advertisement in the Review is the most cost effective 
means of reaching Asia's elite male business community and 
this is even more true in a Focus issue. 


Should your company or clients | 
wish to take advantage of 
advertising in this important issue, 
or need any further information, 
please contact: 





Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 
GPO Box 160 
à Hong Kong 


~The Choice of Authority 














It all adds up to 


total satisfaction! 
R 





iver View Hotel offers exactly what you're looking for in a luxury hotel. 


It's all there, in fact — except for those unnecessary extras that the other luxury 
hotels offer ... and charge extra for. So that by the end of your stay you'll find 
that everything — including the bill — adds up to total satisfaction! 


For a vacation within your vacation or business trip, our shuttle bus will take you to our 
beautiful sister hotel, Desaru View Hotel, just 22 hours away in the famous east coast 
beach resort area of Malaysia. 


An introductory discount of 35% — April 15-September 30, 1985. 


Spacious, well-appointed rooms with their as telex and facsimile facilities, and 

own well-stocked refrigerators/mini-bars, secretarial and other services. All in a 
IDD telephones and 5-channel colour TV. prime location, on Havelock Road by the 
Three international-style restaurants scenic and historic Singapore River. Only 
(European, Chinese and minutes away from the 
Japanese), a main bar main commercial and 





that turns into a 
Swinging disco in the 
evenings, and a coffee 
shop that never closes. 
A swimming pool with a 
pool-side café, and a 
health club/gymnasium. 
Private meeting rooms 
with full audio-visual 
equipment etc., as well 
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shopping centres and 
tourist attractions. 


The five-star 
hotel that just 
isn't priced 
like one 


382 Havelock Road, Singapore 0316. Telephone 7329922. Telex RS55454 RVHTEL 
Facsimile RVH 7321034. Reservations (Tokyo) 03-27 1-9754 Asahi View International. 
(Osaka) 06-201-1345 Asahi View International, (Hong Kong) 5-433345 Mr K.C. Ho, 
(Bankok) 2518305-14 Mr Peter Tiew/Mr Thanit, (Jakarta) 677629, 679679 Mr Thesiew Tihiauw 
Operated by Asahi View International, Inc. Owned by Keck Seng Hotel Pte. Ltd. 


Subscribe now 


and ensure your copy each week. 


FarEastern Economic 











JETSPEEDED RATES 

Brunei 83125 00 
China USS70 00 
India /5$38 5C u5$70.00 
Indonesia US$58 00 
japan ¥22,500 00 
Mataysia M$130 00 
Nepal USS64 00 
Pakistan Rs 790.00 
Philippmes US$49 00 
Smgapore 55125 00 
Thaitand US$53 00 
Rest ot Asia USS70 00 
North Amenca US$88 00 
Australasia A$24 00 A$80 00 

NZ$34 50 N2$115.0X 
A Med East £60.00 
South Americ US$118.0c 

. 
SURFACE MAIL RATES 









Country 






HK$94 50 HK$173 50 












US$19 50 US$65 00 
£16 50 £55 00 
AS21 00 A$70 00 





..- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 


























[ v 7 AS E URS 
| Please enter my subscription for | 
| 3 months ° | 
| 6 months | 
1 year 
| Please include the Yearbook at extra | 
| US$21 95/HK$170. For airmail delivery, 
please add: USS6/HKS45 | 
| Payment of is enciosed | 
Ton | 
| Address — 1 | 
| Biisi -— A = | 
| Jetspeeded Surtace mail | 
| Cheque payable to Far Eastern Economic Review enclosed | 
To: Circulation Manager 
| Far Eastern Economic Review, GPO Box 160, Hongkong | 
| WONC0815 | 
tom =m 










E e IT is no secret that Tokyo will be- 
'come a much.more important financial 
centre in coming years — Shroff was 


~The question is, to what extent will this 





“third most important financial centre 
(after New York and London). Shroff 
chas been doing a bit of research among 
local market practitioners — bankers, 

«merchant bankers and the like — to see 
how, in the light of what is now known 

| about Tokyo's financial liberalisation, 

"they see Hongkong’s future evolving. 
Changes are certainly afoot, not 
least in the area of fund management, in 
‘| which Hongkong enjoys a paramount 

» |] regional role. The most important desti- 

ation for those funds is the Tokyo 

'ockmarket (which represents roughly 

















region) and the Japanese bond market. 


was traditionally done. ZEE 

This does not necessarily mean phy- 
__ Sical desertion of Hongkong if favour of 
Tokyo. The stockbroking and share- 


the Japanese capital while overall man- 


: agement of the funds can be carried on 
in Hongkong, which is what people such 


standard commission) the cost of doing 
business in Tokyo stocks is prohibitive. 


business through Hongkong branch 


f the big Japanese securities houses is - 
ymmission at 80% of the standard rate. - 


p hat is why these houses have been los- 
ing business in recent times. 

A securities-dealing licence is not 
for everyone. Commercial-bank sub- 
.| Ssidiaries cannot get one (though 
td -stockbrokers Vickers da Costa man- 





means that people like Wardley, mer- 







and Shanghai Banking Corp. (HSBC), 
will have to go into Tokyo by another 
route. The most likely one seems to be 
Hat of investment adviser — an area 








Openinguptoforeigners. =” 
€ AN intriguing possibility is that 












for many 


links. Such links have increased very 


.. Saying so before it became a.vogue view. 


¿erode Hongkong's role as the world’s | 


85% of total market capitalisation in the 


So it is hardly surprising that more of. 
_ that business is now being advised out of 7 
Tokyo than out of Hongkong where it | laysia are two obvious cases. Stockmar- 

f STOCK EXCHANGE OF SINGAPORE - i ; 5 : 





analysis functions can be carried on in. 


^| as merchant bank Jardine Fleming (JF) |; 

-orfund managers Fidelity do nowadays... 
‘or all but the privileged few (including | 
JF) who have a securities-dealing licence . 
in Tokyo (and can deal at 27.5% of 


~The best they can hope for if they do the l 


lian funds are generally managed out 


|| aged to slip in despite its link with 
jJ Citicorp) and that almost certainly: 


chant-banking arm of the Hongkong | 


which, along with trust banking, Tokyo : 
years at least, out of Hongkong. 





for n | bring fund manag 
dealing. licence by virtue of their bank. Ja 


rapidly in recent times with new free- 
doms granted in the City of London. 
HSBC's link with broker James Capel is 
just one case in point. 

That would certainly be a plus for 
Hongkong, unless Tokyo moved to 
squash it by offering new concessions to 
onshore dealing, just as.it seems intent 
on preempting the incipient Euroyen 
market elsewhere by creating an 
offshore-banking zone in Tokyo. What 
could be a minus factoris if the weight of 
investment outflows from Japan should 
become equity market-oriented to the 
point where investment advisers felt 
there were: much richer pickings to be 
had in Tokyo than in Hongkong. 

"This raises another interesting ques- 


tion over Hongkong's future as a man- 


agement centre for multi-market funds. 
Several of the traditional key stockmar- 
kets of the area where funds have been 
directed (beyond Japan) are currently 
looking rather sick. Singapore and Ma- 





kets there are a legacy of British rule | 


and many of the economic develop- 
ments of the future could bypass them. 
Manila is. effectively dead and Austra- 


of London. rather than Hongkong. 
Bangkok is coming to life but it is signifi- 
cant that the Bangkok Fund (REViEWw, 
25 July) is being managed out of Singa- 
pore. | Phe o P- ^ut. 

That leaves Seoul and Taipei. Tyey 
are opening up slowly and the impossi- 
bility of getting a dealing licence there 
for foreign brokers suggests that much 
of the business will be done, in earlv 


Likewise, as long as Japan restricts ac- 
cess to securities licences, Hongkong 
should keep a big slic 









peating T 









out of, the. POL 
closely within its 
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|| amounts of ^working-t 
| which comes largely from € 


| who like to kee 
| earnings © 





|| role asa financial centre wht 
argue is unlikely to be af 


"and thus not available for invest 


treasury bills, as it has said it int 


| continue to be held through Hongkong 





according fiscal and licensing c 
sions. E 
e SHROFF is told, meanwhile, 1 
the volume of pension-fund mu 
being generated in Hongkong nos 
tually exceeds net new inflows from 
side portfolio investors. This is sign 
cant because some have regarded 
Hongkong up to now as a “specious” ir 
nancial centre in that it relies so heavily 
on outside monev rather than upon the 
domestic economy. The questionis ho! 
much of this money will remain. o 
shore. Pension funds naturally wa 
currency . diversification, and t£ 
suggests the US (or maybe Japan). ! 
it does present an opportunity f 
institutions to developa market: 
term corporate paper and boi 
cluding bonds issued by the lo 
Transit Railway Corp. and those 
by a handful of companies s 
Hongkong Land and now b 
entities such as China Int 
Trust and Investment Corp. (R 
25 July). In other words, He 
could become a true, "hability-d 
capital market. | | 
There is one aspect of Hong} 




























































Tokyo's rise. That is the handli 
huge, though not readily qua 
aiance T 











Chinese entrepreneurs in the g 
p their foretgn-exch: 
e (in Hongkong) an 
necessary borrow local currency 
working capital. This money t 
goes on deposit with banks in Hh 
kong for 90 days or so rather than ii 
long-term investment. | 
It is essentially. short-term mor 











long-term capital instruments in 
kong, even if they existed. Shro 
that when Tokyo develops mat 



















doing, and further develops its Bank 
ers-acceptance market, then a. fair 
amount of this working-balance mone 
will go into-such instruments (thoug 
for reasons of tax and anonymity How) 









based vehicles). 

It would be dangerous for Hongk 
t0 be complacent about such bui 
advantages. Fiscal constraints | 
well force tax rates in the te 
higher at the same time that Jay 
comes aware of the need to off 
incentives to financial-sector activi 
though it would be against Hong 
style, it would do no harm to m 
official study of Hongkong's . 
sector so that fiscal policy cuk 
at least neutral in the future, 















































surance centre "Ot [ Ada are Qn 
ung to falter. Preliminary statistics for 
1984 indicate that the growth rate of the 
'ountrv's offshore business has tailed 
Mf into single digits from the 23.5% 
achieved in 1983. More worrying for the 
Jong term, however, is news that in the 
Amportant domestic markets for general 
and life insurance; premium growth was 
only 1.5976 and 8.9% respectively last 
year. With neighbouring countries re- 
stricting the flow of premiums abroad, 
Singapore will find it difficult to become 
| world centre if it cannot offer a suffi- 
ient baseload of local business. 
"These rather gloomy figures are con- 
ained i in the 1984 report of Singapore's 
nsurance commissioner, Law Song 
g. Law pointed out that the industry 
v more slowly in 1954 than the 8.2% 
in gross domestic product. 
»wth in combined gross premium of 
HR PESE and lite- ee 












































istry's m a mance is not 
domestic front." 
negative growth in “1985 in the 


estic business may already have set 
eneral insurance, which accounts 
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he 1984 preliminary figures suggest- 


sted to show much improvement | 


-% change 
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for 65% of domestic gross premiums, is 
likely at best to be stagnant this year at 
around the S$630 million gross-pre- 
mium mark, having grown by only 1.5% 
in 1984. And though life insurance did 
considerably better with 9% growth in 
gross premiums to $$332.5 million last 
year, new life premiums were down 
22% to $$61.9 million. 

A worldwide erosion of rates ex- 
plains much of this fall, but the actual 
sum being insured for the first time fell 
too — by 3%. If this trend is continued 
and the rate of policies being terminated 
continues: to rise at last year’s worry- 
ingly high rate of 28.576, the total sum 
being insured will be lucky to break the 
S$18.5 billion mark in 1985, whereas 
growth predictions based on the 1983 
boom year indicated S823 billion by the 
end of this year. - 


Of particular concern to the insur- 


ance industry is the termination rate, of 
which more than half was. attributable to 
forefeitures. Since 1982, forefeitures 


chave doubled to $$878.3 million in 


terms of sums insured — a trend which 
the commissioner ascribes to "the ex- 


e ['eeptionatly high growth of life-insur- 
ance sales in. 1982 and the attendant 


poorer quality of the business.” 
This drop-out. rate is xpected to 


| worsen this year as the economic reces- 

“sion begins to | 

Tiong H 1 
Underwriters’ ‘Association, SEP S 


te. According to Wee 
esident of the Life 











zn Net ud Cédhànge | Dividend- 
Perag profit — onperiod 9999 on perd — (prev) 

 H30June -P55m -136  P149b -81 nil 
| (US$80.1m) | (P14) 














P374 79m 1326 nil 








ts, Wee: old. the REVIEW, 
often used questionable methods to per- 





suade people to take aut policies which 
they could not afford to'keep up, even , 


to the extent of illegally offering dis- 
counts on the premiums out of, their 
commission. The size of these commis- 


sions seems to have been getting out of 


hand too: the president of the Singapore 
Insurance Brokers’ Association, Robin 
Paterson, pointed out recently. that. as 
much as 65% of the book rate on fire 
policies has been given: out in agency 
commission, 

Wee believes that the life: -insurance 
industry is experiencing an inevitable 
period of readjustment. after one of un- 
naturally high growth — 60.695 in 1982, 
for instance. Companies. have’ ^ been 
trimming their sales forces anda 
"moving towards professionalism ai 
consolidating in 1985. This augurs well 
for the arid he said. si 


| Ithough optimistic. shai dede times 
are still to come, Wee is also highly 
critical of the government's involve- 
ment in the industry through the Cen- 


‘tral Profident Fugd (CPF), which. he 


sees as providing unfair competition: By 


soaking up 50% of workers’ wages:in 


compulsory savings until the age of 55, 
the CPF has been blamed by many eco- 


nomists for the lack of investment capi- 
tal available in Singapore to fuel. econo- | 
The | 
lifei insurers claim to be feeling the pinch 





mic growth in the private sector. 


directly. - 
The life. industry — - traditionally a 


major institutional investor inthe pri- 


Comment 





Increased production and operating costs, and falling gold. 
prices contributed to poor performance. 


renari hAnna 


Peso devaluation and effects of inflation nushed operating ` 
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(US$3.2m) (US$20.2m) (nil) costs up as copper prices continued weak. 
E Y31Dec. Won583m -62.7 | Won 163b +6.8 Won 50 Tougher competition, increasing marketing and advertising 
(US$664,000) (US$185.6m) (n.a) expenditures as well as flood damage pared gainse 
a e 
- H30. June --S$28.05m 331 $$300.86m 257 ni Despite lower financial costs, increasingly difficult market ` 
ari : PEU HORT - :(US$137.4m) (nile ^ conditions cut turnover in all major sectors. No pum ; 
ipor |  expectedinsecondhalt. — | 
| H30 June §85.97m -66 $$67.08m | ~20 nil . Despite. drop in "ig balding: contracts, company to remain = a 
_ (US$2.7m) (US$30.6m) 2 profitable in second half, but at ower level. : 










une -8$6.06m 
|(US$2.8m) 









- $$497m 
(US$22.7m) - 


| investment income Tailed to offset continued decline i 
. earnings’ from ship ii ou iei 














.vate sectors in pape atid North 


America — has been the first to be af- 


“fected by increases in CPF contribu- — 


tions. Endowment policies, which are 


closest in nature to the CPF savings | 


| plan, suffered a decline of 18.6 per- 
centage points in their share of total 
new annual premiums from 1979-84. 


During that period, CPF contributions | 


were increased from 33% of wages to 
pus. 


~ in new life business in part to the drop in 
estate duty payable (from a maximum 


1983 1984 1985 


(end year) 


* 
1981 1982 198 


i Singapore 


Wee Malaysia : 
ex Thailand 


984 "i885 
“fend year) - 


~ While attributing jid years decline | 


item hich: Wee believes Sone: 
tutes the unfair competition: if it 
goes ahead, he warned, “it would 
definitely cripple the industry.” 
Meanwhile, potential customers 
are holding back to see the out- 
come.of the CPE's proposals. 

The CPF scheme in question is 
the Dependants’ Protection Insur- 
ance Scheme (DPIS), which, ac- 
cording to the fund’s annual re- 
port, is now being finalised after 18 
months of preparation. The CPF 
declined to discuss the DPIS with 
the REVIEW, but market sources 


indicate that cover of S$30-50,000 | 


will be provided to all members, 


—— A 


1(—————————— PERRA 


R with the premium being taken out | c 
of either.the existing Medisave or | 


) Special. accounts (which are 


funded by 25% of total CPF con- | 


tributions). : 
In essence, the CPE’s 4.85 mil- 


| rate of return,” Wee said. ` 


lion members will be receiving the | 
equivalent of term life insurance in | 


return for premiums taken out of 


jj; payments that they have to make | 
anyway. Last year, term insürance | 
accounted for 49.8% of new sums in- | 
sured on the private life market and | 


13.976 of new annual premiums. As the 
average new sum insured in individual 


life policies was 5$40,400 last year. it is 
| average per-capita lífe-insur: 


not extreme to. suggest that the industry | 
| stands to lose about half its new business | 


to the government if the DPIS goes | 


ahead. 

Apart from. its obvious competitive 
role in the endowment sector, the CPF 
is also involved in another. traditional 


stronghold of the insurance industry. 


| namely Do E protection policies. 


Australia — 


bress 


(end: month) (weekly values} 
1985 


ments on mortgages « on f 

Development Board or Minis 

fence flats. At the end of 1984, $53 
lion was msured by the scheme — ec 
valent to 24% of the total sum its 

by the life-insurance industry. 


ne sector of the life business 1 

which the CPF is not active ist 
annuity business, but insurers have n« 
forgotten that the government has pre 
posed in the past to change CPF rer 
ments from lump-sum to annuities. Thi 
was withdrawn in the face of vocal pi 
lic protests, but few im the industry 
lieve the idea is dead. 

The Life Underwriters” Associati 
claims, that its members can offer: 
public life and endowment policie: 
match or exceed those provi 
CPF — but that it is not being 

chance to do so. “We can equi 
JdICPE 
bers can buy shares with their ce 
tions, why can't they buy life 
ance? 

The nightmare facing the i 
that after waiting patiently foi t 
boom of the 1950s and [19€ 
materialise into more business, à 

nation of hard times and captive g 
ment markets are going to depri 
of their reward. Law believes t 


miums of US$58 in 1 1983, | 
ample room for growth betore it re: 
the level of Switzerland, which hz 


|! world's highest figure of rU 5$498. 


| others point, out, 


singapore § 
per capita contributions (excl 
ployers’ contributions) to the CPP 


| year came to US$484. 
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e Hang bo (odes deine ona ‘Gon note but 
sed. steadily throughout most of the period, 
aching the period's low of 1,665.59 on 2 Aug. 
recovered slightly on the last day to close at 
1.90. still down 11.68 points on the period. 
nover was a low daily average of HK$227.26 
nillion (US$29 million). The market lifted on the 
rading day on the back of renewed rumours 
out a likely purchaser for the blue-chip, debt- 
Hongkong Land. 



























































O: Profit- taking in banks, financials, prop- 
and const ruction s sent the market into a mas- 
€ correction phase which saw the Dow Jones 
ge plunge to the 12,200-level in mid-period 
xe rebounding slightly to finish at 12,450.62 
ts on 5 Aug. Volume was low, averaging a 
y 377.33 million shares, as summer torpor sets 
Selling pressure took the momentum out of 











red sluggish and insurance companies di- 
d themselves of highly priced domestic-de- 
] issues, 





* 


M ORE: Bad economic news dampe ned 
t spirit and Fraser's Industrial Index closed 
riod back below the 4.000 mark at 3,976.87, 


nnouncement m jones measures bs she 
ment. Poor interim results from the ship- 
ng 2 sector Pele o ee ed after 


LUMPUR: The market. subsided into 
“profit-taking after a governmé int-stimu- 
buying spree in the previous period. Prices 
ped sharply on the last day of trading with 
vance and industrial listings taking heavy 
A property counters closed lower. Thin 

ng once again prevailed, averaging just 8.8 
iu n qe. or M$15.7 million (US$6.4 million) 
laily — less than half the previous period's vol- 
mes. Despite a merchant-banks association 
tatement speaking of new credit lines to invest- 
s. most bankers remain wary of further risk. 
One bright sign: foreign funds unloaded magy 
har sin the previous period, casing the overhang 




























. d Average daily turnover tripled to P3.8 
(US$2 04. 000) on the strength of bigger 











selling pressure. A special block sale of 





"s on 2 Aug. gave the Makati Exchange a fillip, 
‘it had again scored zero on oils two days be- 
€, The commercial- -jndustri ial indicator ended 
igher Py L 67 galas to: 339.1 15 wails ine NUS 










T markets in da took a dipi inthe hot period to 5 Aug., with many punte ers pre- : 
ing the beach to. the market. Malaysia and Singapore experienced major corre ec-. 
y win ig latter agg rav vien by bad economic news. i 


| dustrials Index showing a gain of 6.1 points to 


ral attempted rallies. Export-oriented blue 


43.57 points, Investors, whose memories. 
s vae starts are still fresh, were ae Oe | 


fminine (and commercial- -industrial i Issues 


ho million dn long-dormant Concrete Aggre- | 


losses — dusted off their portfolios and soldata 1. 
loss. The oil indicator regained initial losses to |. 
stay at 0.726. 


AUSTRALIA: Gold stocks turned in a star. per- 

formance as overseas investors looked for an-al- 

ternative to South African equities. Firming opin- 
ion that the federal government would not lift the 
gold sector's tax-exempt status also helped, and. 
the Gold Index jumped 18.3 points to 1,075.7. 
Overall, resource stocks made small gains, with» 
the All-Resources Index up 5.3 points to 609.6. 

















Industrial stocks were still firm, with the All-In-;- i 


1.367.7 over the period. The Australian All-Or- . [Suma ere 


dinaries Index lifted 5.8 points to 940.5, 


“NEW ZEALAND: The market donündód. ito ease 


during the early part of the period before firming 
strongly, Barclays Index closed eight points off 
the 1985 high. The early easing was partly in res- 
-ponse to continuing bearish comments from com- 
pany executives about the current economic cli- 
mate, Companies face an uncertain time in the 
coming two months with the budget and the Sep- 
tember wage bargaining round. Overseas interest 
helped tq buoy prices. 


i a 
SEOUL: The market staged a rally amid heavy 
trading on rumours of possible market openings to 
Ws. ign investors. Blue chips which were likely to 

be allowed to issue convertible bonds abroad this 
year attracted much investor interest. The compo- 
site index rose 1.61 points to 138.46, and trading 
rocketed to 16.11 million shares daily from 6. Is 
million in the last period. By industry, fishery 
counters performed the best, rising 10.08 points, 
followed by cars, up 9.71 points. Fabricated mete |. 
als fell the furthest, off 4.8 points, followed by iron 
and oot Daewoo Apparel was the biggest | 
scorer. ARDA s | | | 


BANGKOK: Low interest rates continued to on 
market sentiment, prompting gains in the early 
session. But the gains gave way to profit-taking as 
investors took cautious positions ahead of corpo- 
rate-results announcements. The Book > Club 
Index rose to a high of 142.94 on 31 July before 
closing the period lower at 142.49, down 0.06 of a 
point compared to the previous level. Major gain- 
ers included Strong Pack, Siam Citizens Leasing 
and Dusit Thani Hotel. Losers included Thai- 
German Ceramic, Union Pioneer and Thai Plastic 
& Chemical. Volume for the period amounted to 
1.93 million shares worth some Baht 332 million 
(US$11.9 million). 


TAIPEI The market rebounded somewhat from |. 
its dismal performance of late, with the weighted | 
price index closing at 658.59, up a healthy 22.55 

points from the previous period. The rise ap- 

peared tò be primarily a technical correction — 
rather than a reflection of a 
shares showed the best performance, as the sec- 
tor's index rose 4.5% to 157.99; textilés also did |. 
well, with'a 4.296 rise. Average daily transaction: 
{1$368 million: (US$9.2 million) 
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The People’ $ 
"Republic of China 
Year-Book 1984 












.112 colour illustrations, 
400 b/w illustrations and 
all the information on 

-hina you'll ever need! 


. Now only US$75 
(hard cover) 


l about China. Its contents range Eon the land me its 
business, economics, , finance, veulture. edcdtiom 


'sult of osand of man-hours. the People’s Republic 
Year-Book 1984 was written and edited by The New 
News Ltd. and Evergreen Publishing Co.. a group of 
iH professionals who know China a intimately. The 


M Seeds d ned. The took Is essential to 
nessmen, financiers, students, professors and virtually 

1e with a need to know or a keen interest in China of 
ay. Liberal use of charts, maps. tables and colour 


Ow and returning it together with the indisaicd payment.of 
$75 (or the equivalent in local currency) to the indicated... 


) (2 Please send ........ copy(s)of | 
| The People's Republic of 
China Year-Book 1984 for 
which I enclose US$75 per | 
. copy. Forsurface mail delivery | 
. add USSIO., for airmail 
delivery add US$22. | 


add US$12 


ndto: Name: 


i eC i «c» —X. 


valuable reference source for those involved i in the study of 


Hoyle * 


B) ei Please send........ 
The Annals of China' s 
Enterprise Register 1984 for 
which I enclose US$80 per 
copy. For surface mail delivery | 


. for airmail 
delivery add US$25. 


Cr — 0 t 0 0 093 * 4*4 * 4 


uM 


o0 Box $5 c k s A k 


The Annals of 
China's Enterprise 
Register 1984 
















1200 pages of vital and 

detailed information on 

all major Chinese national 

corporations and foreign 

trading companies! 

/ Now only US$80 
(hard cover) 









































This Register contains information on 600 C pose national 
corporations and foreign trading companies, and their branch. 


Offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 


certificate, scópe of trade and registered capital of the 
individual corporation. ` 


Whatisit? —.— | a 
This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
€conomic laws, this Register is an authoritative and 
comprehensive work of reference designed. to disseminate :; 
information for all licit c corporations. | 


Who needs it? i 
This Register, completely dependable and well documented: ; 
presenting reliable information and data for China's sociali EC 
economic construction is a must for business executives; = 
financiers, industrialists, or anyone currently doing or > 
planning to do business with China. It further serves asa ~ 








Chinese economy. 
How to get it 


. Simply complete the coupon below today and send together | 
„with your payment in the amount of US$80 (or equivalent in 


your localcurrency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


———————— LL HM MS M MT m dm pam nun SUNNY aus Mamm mum uuum mum SEI tN sem; SRM RIN a a NR cett cam amans 


c irculation Manager, Far Eastern Economic Review, G.P. O. Box 160, Hong Kong. 


. copy(s) of | Buy both and save US$25 | 


| C) [|J Please send ........ set(s) of both’ { 
| The People's Republic of China | 
Year-Book 1984 and Annals of © 
| China’s Enterprise Register 1984 l 
for which I enclose US$130 per- 
set. For surface mail delivery add | 
| | uu for airmail delivery. add: 
US$37. LAT : 
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ves s along an ancient stone cup as MOM 

sof an early morning sun beam 

rough the foliage ahead. Attracted by 
such images of peace and tranquillity, 
V visitors by the millions come every year 

o this 1,200-vear-old city in search of a 
qut more pleasant past. 

This vear, however, promises to be 
slightly different for tourists in Kyoto. 
Unwittingly. priests and officials have 
conspired to provide outsiders with a 
glimpse of an aspect of Japanese history 
older than the capital itself — a battle 
between Buddhism and bureaucracy. 
< Some time ago, city officials figured 
ut that priests have been raking in 
ore than just leaves. Of the 40 most 
oe tourist attractions in Kyoto, 38 

e temples and some of them charge 
he equivalent of nearly US$2 in admis- 
ion. In a recent year, Kvoto had slight- 


Jess than 40 million visitors, the vast 


jority of whom paid money to see 
everal of the citv's more famous tem- 


Three years ago, CIUS govern- 
ht came up with a plan 
ap the income of the 
ples without resorting 
direct tax — Japan's 
World War H consti- 
tion protects religious 
dies from direct levies. 
he Kyoto formula gets 
nd that by designat- 

he city's top 40 ad- 
sion n-charging tourist 
tractions as tax-collec- 
rs. The temples are ask- 
to take an extra ¥50 
US cents) per adult 
nd Y 30 per child passing 
hrough their gates and 
hen to hand over the 


E 
| 


irec “institutions could éasily become 


public. knowledge. Priests are already 
under fire for failing to live up to vows of 
poverty. 


When mayor Masahiko Imagawa an- 


nounced in June that the tax would start 
on 10 July — four months before it was 
originally scheduled — he found his ad- 
versaries well-prepared. Ukai told re- 
porters on 9 June that temples opposed 
to the tax would stop charging admis- 


sion on 10 July, thus making themselves. 


ineligible to collect the new tax. 

But Ukai went further. He an- 
nounced that starting 10 August, the 
non-cooperating temples would close 
their doors for an indefinite period. The 
date happens to be the first day of the 
Kyoto mayoral election campaign. A 
few days later, a senior Kyoto priest told 
a national TV network that the Buddh- 
ist Association is considering backing 
a mayoral candidate who, 
would rescind Imagawa's tax law. 

So far 19 templés have — m" 
stopped a Es 


Kiyomizudera: resistance to temple tax. 
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unds to the city. 

. As one official put it, "We are not 
asking the temples to pay a tax, just to 
collect one for us." 

But Kyoto's Buddhist. Association, 

epresenting 1,100 of the city's 1,500 
temples, has been unimpressed by the 
subtle difference between being taxed 
and having to pass on a tax. The group 

üntains that the tax is unconstitu- 
ial because, even though no temple 

s directly levied, a worshipper is being 

irced to pay the government in order 
oenter a a temple. As priest Sendo Ukai, 
he association's secretary-general, put 

. "Whether or not a visit to a temple is 

religious act is not for the city to de- 
le. 
According to local residents, the real 
orry of the priests is not the tax but the 
nsistence of officials that temples use 
iumbered tickets issued by the city. At 
resent the temples do not have to re- 
ee their gncome, but once officials 
now just how many people pass 
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admission and 18 have committed them- 
selves to closing their doors in protest. 
Among the hard-liners are some of 
Kyoto's biggest tourist- drawers: Kiyo- 
mizu, probably the city's richest and 
most popular temple, as well as the Gold 
and Silver pavilions, which are also top 
tourist attractions. 


he effect of the closure of these 

,'emples could be devastating to 
Kyoto's economy. Although tourism is 
not the city's single largest money- 
earner, it does provide jobs for sn esti- 
mated 120,000. people. According to a 
study by the Kyoto Chamber of Com- 
merce, tourism generates about US$10 
billion in economic activity for the 
city, | 

Such scenes of church-state confron- 
tation are nothing new in Kyoto. In fact, 
for the first 400 years of the city's his- 
tory, relations. between officials and 
clergy w were so. o bad that the construction 


if elected, 


i 


city limits. The 
reason for the ill- 
feeling dated back 
to the Nara pe- 
riod, in the eighth 
century, when an 


ambitious priest 


who enjoyed a 
very close. rela- 
tionship with a 
reigning empress nearly succeeded in 
usurping the throne. ^. ` 

The move from Nara to Kvoto repre- 
sented an attempt on the part of the im- 
pertal family to get away from the influ- 
ence of the temples. But even the 
monasteries that were permitted to be 
built on the hillsides outside the city 


would grow rich and send men-at-arms. .& 


to enforce their will on the capital. TE 
pavilions and gardens that delig - 
tourists today date from later, more tol- 
erant times. . 

Although actual fighting may have 
come to an end centuries ago, intrigue | 
remains. According. to one story, Kyo- 

to's priests were able to 
use their contacts within 
. the rwing Liberal Demo- 
 cratic Party to meet the. 
|| cabinet minister whose 


approval was needed for .| — 


the new tax at a time 
"when the mayor was still 
waiting to get an appoint- £ 
ment. Central govern- 
ment approval for the tax, 
normally a formality, took 
a long time for the mayor 
to obtain. 
. Sources in the tourist 
- trade say that the effect of 
the feud can already be 
felt. Reservations b- 
group tours have falle 
off and souvenir shops in the vicinity of 
Kiyomizu have cut back on purchases 
for. the autumn season. Although the 
mayor has not won praise for his handl- 
ing of the affair, popular sentiment 
seems to be running against the priests, 
who, it is felt, are holding the econ- 
omy of the city hostage. Rumours that 
wealthy, wayward bonzes have replaced 
textile executives as the biggest spenders 
in the Gion geisha district would ap-. 
pear to be the product of speculation 
fuelled by resentment. 
The Kyoto Shimbun attempted. to 
strike a sober note last month. In a 
"damn on both thy houses" editorial, 
the newspaper criticised the mayor for 
hurriedly enacting the tax so as to give 
the impression of having done some- 
thing while in office. As for the priests, 
it suggested that if they were really so. 
concerned with freedom of worship, - 
“they would. Bop" charging admission 


E 


permanently. g 
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. For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 


_ burrting bright and appliances and 


machines humming. 
Butto B&W, whoin partnership with 


` Marubeni Corp. of Tokyo supplied 


Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 
Babcock & Wilcox's part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 


power its first coal-fired 
station, Indonesia turned 
gig tne firstname insi 
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erected and commissioned the total 
boiler island here in the country's 
largest and first coal-fired station. 

And these two 400MW boilerg are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W's worldwide capa- 
bility. We're ready to share our un- 







matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd.. Cambridge. 
Ontario NIR 5V3. TLX: 069-59341 or. 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TLX: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 
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THE CAMBRIDGE TRAVELLER 
FROM DUNHILL. AS FOUND 
IN ALL THE BEST PORTS OF CALL. 


=> aul Lo fae P LU 
has to be the best of its kind. It has to have a lasting 


Everything that carries the Dunhill name 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 


plest leathers and rarest metals. Dunhill has become a hallmark not just of 








finest cloths, the sup 
inherent British values but of quality the world over. 


The Cambridge Traveller. Handmade from fine, yet hard-wearing hides, 
with a purity and simplicity of design that is unmistakably Dunhill. 











WORLD QUALIFIER 
SENTOSA GOLF CLUB, SINGAPORE un i 


IAN 30- FEB 5 1989 


q F a 
MACAU/HONGKONG: 


FarEastern Economic Passports to Where? 
Chun Plays Rough 
Forex Shockwaves 
AM PA) » 


EUROPE IN ASIA 


s An Attar 
P nel RN 










™ ^ 


Australia A$2.50 — Bangladesh Taka 30 — Brunei B$4 — Burma Kyats 5 50 — China US$2 Hongkong HK$15 — India Rs 24 — Indonesia Rps 200 
Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3 — Pakistan Rs 22 — PNG Kina 2 Philippines P20 
Taiwan NT$70 — Thailand Baht 40 — U.S. Armed Forces US$2 7* 








-— — za 2 


amr at 4 MNT « HE x 


4.3 
Del 
Ly 


e 
SN 


% 
W j 
P 


2 


PA 


id 
O 
Oo 
a 
f 
-— 
- 
E | 
A E 
C g 
J 
© 
d 
© 
E = i 
r 
c: 
B 
© 
Q 
N 
ac | 
Qz 
— 
A Z 
2» 
AT 
Q 
C 
= 





FarEasternEconomie 





Editor: Derek | 
Deputy Editor: Ph | 
Regional Editor: mu Awanoha 


m 
Business Editor: Ani 
Hi f j h 


Focus Editor: Mike A Ta 
Arts & Society Editor: 
News Editor: M 


rm)? M 


Editorial Menge: A chae! Westlake 
Chief Correspondent: Hodney Tasker 


ben Writers: 
vid Bonavia 


HODEI | tt 

K. Das /Mala 

H or? lelt l 
p laf ] = n 

IV l f Á ] 

Q inl 
4 i n 4 f 
i n / 
U $ ! 

Art Director: Aora } 

ink T leputy]. Andy fAssietan! 


Froducton Editor: Punwar 


BUREAUX 
Bangkok: . hn McBett 


Jakarta: Li in Kaye (347814 
Kuala Lumpur: Jan ad 
nain A m if, 
Manila: Guy Sacerdot i na (572081 
New Delhi: Salamat Al: (South and West A 
Mohan Ram (615580) 
MEN 2- 155 
Seoul: i n, Paul Ensor (733-365 
Singapore: VG Kuh 203720) 
Sydney: Har nald (212-335 
Taipei: Car! boldsti 12-9030) 
Tokyo: Charles Smith, Bruci e (27/06229 
Washington: Nayan Chanda (469-4814) 


OTHER CORRESPONDENTS AND CONTRIBUTORS 


Calcutta ayanta Sarka 
Colombo Mar kde Silva 
Dhaka S Kamaludd 
Europe James Gartholomew. Danie! Nelson (Londor 


Islamabad Husain Haqqani, Mohammed Aftar 
Kathmandu Kedar Mar 
Manila OU QUITZ ag 
Rangoon M | 
United Nations Ted Mor 
Washington Robert Manning 
Wellington i 





Publisher: Charles H. Stolbact 
General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Bolding 
e Circulation Manager: Billy Woo IHE STEEL AND 18 CARAT GOLD WATCH 


j z St: Ney No 
Adv. Production Manager: Stanley Ng MODELS Fi i? MEN AND WOMEN 








Published weekly every Friday. in Hor yh ssifice 1946 Al RI hte 
Roserye ©) F a E Stem ! " rt aad ia miteqdq bing mong 
1985 AE) Member of the Audit Bureau o! Cireulabons. Longo °.——— 


Offices: entre pond !B 1-185 ter R ai Hongi 
Postal address: GPO Box 160. Hongkong Cable: ni 
HONGKONG Ector 2 RI FWA NOKON A iverne a 
Circulation). Telex: Hx 75297 ECWEXK iEditonalh. Hx 62497 
Advertising and Circulat Telephone: 5-8936688 (Editora 
5.734301 (Advertis »8911533 [i hon 


Printed by South China Morning Post. Limited. Tong Chong Street 
Quarry Bay. Hongkong 


U.K.: Registered as a newspaper at the Genera! Post Offers 


U.S.A.: The Far Eastern Economic Review (USPS 914-880 
ished weekly, every Fritay, for USS88 00 per year by Far Ea 
onomic Review Limiter Mailing Agent — Datamover 
38 W. 36th St, New York. N.Y. 10018 Se Class postage pa ORFEVRES 
at New York, N.Y. and additonal malling offices. POSTMASTER e 
sena acoress changes ti Natamover iB W 36H ! New 
York NY 10018 


bA 


ALL ALU AL ALAA EA 


i SALA uns 


t 
4, | 
LULA AGUA EL LAC CAE LAESA 


r 
a be 
| 


AAA 


A 
GHI 


N 


= 
= 

ae 

+- 
E 

T$ 
e 
a 
— 
ae 
- 


AO 


v 


CRUCEA 6CCO0g UA 


9 
- 


tA TC A ULLAL 4 


mE 





eA A 


IB EX GUA ALE Aha 


AGRE 34 


qv 


WESTIN HOTELS ASIA 


THE WESTIN CHOSUN 
IN SEOUL 


The Westin Chosun. 
Designed for the business 
traveller in the heart of 
bustling Seoul so you can 
do business where 
business is, and with the 
largest guestrooms in the 
city. Business center with 
24-hour telex and 
facsimile service and over 
30 airline offices. Finest 
dining and entertainment 
facilities. 


THEWESTIN CHOSUN 
Seoul 


Call your travel agent or the Westin Hotel 
in vour city or telex K24256 





WESTIN HOTELS ASIA 


THE WESTIN PLAZA 
IN SINGAPORE 


Opening February, 1986 
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Westin Hotels proudly 
returns to Singapore — 
with the new Westin 
Plaza in Raffles City. 
Right in the heart of the 
business centre. With 796 
world«lass rooms and 
suites, The finest 
international cuisines. 
Plus all the amenities 
one expects from a 
Westin Hotel. 


The Westin Plaza — the 


Spirit of Singapore. 


WESTIN HOTELS 


Call your travel agent or the Westin Hotel 
in your city or telex RCHTLS RS 22206 








Root of the problem 

FOCUS on South Korea [18 July] is both 
a useful and perceptive series of articles 
that set forth the problems and pros- 
pects that South Korea is likely to face 
in the future. I would like to clarify and 
take issue, however, with several peints 
made in the article on agriculture. 

| would agree that the prospects for 
the well-being of the agricultural sector 
are not very bright, but this is not, as 
cited in the article, because South Ko- 
rean agriculture is inefficient. [It is 
because massive government subsidies 
cannot continue. In faet, agriculture in 
South Korea is among the most efficient 

| (in terms of yield per land area) of any 
country in the world. This is especially 

true for rice. The problem is that it is not 
cost-effective andis heavily subsidised 
by the government, as the article states 
Although the individual farms are small 
thus hindering large-scale mechanisa- 
tion, such farms are both productive 
and are the basis for the comparativelv 
equitable income distribution within the 
sector. 

South Korea faces the twin issues of 
freeing part of its agricultural popula- 
tion for urban employment without de- 
stroying what equity exists in that sec- 
tor. and increasing off-farm employ- 
ment and income. With a virtual mono- 
poly on rural institutional credit by the 
National Agricultural Cooperatives 
Federation, which does not lend for 
such purposes, such job creation within 
the farm areas is presently difficult. The 
previous Saemaul factory movement of 
the 1970s, which attempted to do this, 
was a failure, for it was inappropriately 
export-oriented, government-mandated 

| and could not compete. 

| The lowering of government rural 
subsidies will decrease rural incomes re- 
lative to the urban sector, create more 
urban migration and rural tensions ana 
alienate more land unless efforts are 
substantially increased to deal with the 
issue of off-farm employment, 
Maryland David |. Steinberg 








Merit and minority 


'Fair-minded' [27 June] makes serious 

| allegations which are untrue, mischiev- 
ous and misleading. Y 

Meritocracy means rewarding an in- 

dividual according to performance, and 

not according to race. I am proud to say 


that there are many fellow Singapo- 
reans of non-Chinese origin holding 
high positions in professions, civil ser- 
vice, trade unions, business and politics. 
They earn their positions by their own 
| merits and efforts, and not because they 
belong to a minority with special rights, 
Under a bilingual policy, Singapore 
students study two languages in schools 
English plus their own mother 
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tongue (Chinese, Malay or Tamil). No 
non-Chinese student is forced to take 
Chinese as a second l: inguage. | am a Sri 
Lankan of Tamil origin and my wife is 
Chinese and we have three children. 
Two are at school and they chose 


Chinese of their own free will, though | 


our original mtention was for them to 
take Malay as a second language. We are 
all proud Singaporeans and we are still 
keeping our Tamil and Chinese tradi- 
tions alive in our family. 

As for the foreign workers in Singa- 
pore, “traditional source" refers to 
workers from Malaysia because of the 
historical link between the two coun- 
tries. Foreign workers from all other 
countries are classified as from “non- 
traditional sources.” Work permits are 
issued according to the needs of certain 
sectors and industries and the skills and 

experiences of the applicants, not ac- 
cording to their race and country of ori- 
gin. There is no racial discrimination as 

lleged. 
~ingapore 


The bond issue 
| have a few minor remarks to make on 
Gaining currency [4 July] by Philip 
Bowring. He quotes Singapore Finance 
Minister Richard Hu having said that 
“the Swiss had tried to discourage Swi ISS 
franc borrowing, but had given up.” To 
my knowledge, we have still managed 
complete control on the issuance of 
Swiss francs instruments and there is no 
foreign Euro-rate group outside Swit- 
zerland having proceeded to issue Swiss 
franc bonds outside our borders. 

The article states that “tax-exempt 
foreign bonds can only be subscribed by 
non-residents.” This is not correct. 
These bonds can be freely subscribed to 
by Swiss nationals or residents, as well 
as by foreigners or non-residents. 
Geneva Thierry Barbey 


Untamed Tibet 


Mary Lee's report on Tibet [11 July] 
clearly reveals the dilemma being faced | 
by the Chinese invaders. 

Indeed, China has miserably failed 


'Monkshillian' 


| 
| 


in subduing the Tibetan people even | 


alter more than 30 years of "liberation." 
Besides, no development worth the 


name has taken place despite China's | 


much publicised subsidies to Tibet. 

While on the subject of subsidies, 
may I point out that if we calculate the 
value of the very many religious arte- 
facts, personal and public property 
which have been taken from Tibet by 
the Chinese, their subsidy of Rmb 7 bil- 
lion (US$3.7 billion) just does not form 
even a fraction of a return. 

The fact that no Tibetan was ap- 
pointed to succeed Yin Fatang as the de 
facto ruler of the so-called Tibet Au- 
tonomous Region clearly belies Chinese 
statements (made in the five-point pro- 
posals) that there were enough edu- 
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WESTIN HOTELS ASIA 
PHILIPPINE PLAZA 


IN MANILA 


The Philippine Plaza 


historic Manila 


Bay 


in the heart of the city 
Sprawling acres of 
tropical parkland. 70 


world<lass guestrooms 


offering breathtaking 
Ol the 
world’s greatest sunsets. 
dining and entertainment 
Extensive 


views of one 


outlets. 


recreational facilities 


including Asia’s most 


spectacular 
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WESTIN HOTELS ASIA 


SHANGRI-LA 
IN HONGKONG 


The Shangri-La 


doing business is a 


pleasure. 


IX MW |. 


With the |; 


guestrooms in the ci 


Fully-equipped Executive 
lub 


Centre ind Health ( 


24-hour room service. 


Eight fine restaurants 


and lounges. 
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The world’s most 
respected name in 


Lifetime mechanical 
quarantee. 
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SINCE 1846 


A. T.Vross Export Company 
Lincoln, Rhode Island 02865 U.S.A. 
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cated Tibetans to administer the coun- 


try. 
Wu Jinghua’s warning against “the 


‘use of religion to threaten the unity of 


motherland” just goes to show how sin- 
cere the Chinese are regarding freedom 
of religious beliefs. For centuries, reli- 
gion had been a binding force for the 
people of Tibet and Chinese experience 
in trying to obliterate it for the past sev- 
eral years should let them know the re- 
ality. 

If the Chinese are really serious 
about letting the Tibetans become 
“masters of the house,” then they 
should respect their right to self-deter- 


mination. Bhuchung K. Tsering 

Editor 
Dharamsala, india Tibetan Bulletin 
The real enemies 


I read with disbelief the letter [18 July] 
which was intended as a reply to my let- 
ter of 20 June. 


It is strange that “Ranaweera,” said 


. to be a Sinhalese, has inadvertently be- 
come à spokesman of the separatists | 


who terrorise equally both Sinhalese 
and Tamils. I do not understand how he 
lived in the north “until recently” when 
all Sinhalese were murdered or chased 
out of the area by July 1983. Further- 
more, I am astonished at the way a 
“Sinhalese” describes the recruiting 
procedures of the Tamil militants in 
such an authoritative tone. In addition, 
he seems to be an expert on the “view of 
separatists” when he describes, and de- 
clines responsibility for, the killing of Sri 
Lankans in France who opposed Eelam 
propagandists. Although he speaks of 
“numerous brutalities" in the south, 
“well documented by international 
media,” no incident or reprisal hap- 
pened (and none were reported) even 
after the most inhuman massacre of 200 
pilgrims at a Buddhist holy city. As a 


Tamil who ran away from Jaffna and | 


lived in absolute safety among the 
Sinhalese until emigrating to Belgium, I 
can categorically state that the 
Sinhalese backlash, eagerly expected by 
the terrorists, never really ‘happened. 
These facts show that "Ranaweera" 
is only a pseudonym used by an agent of 
separatists. These are the people who 
plan, finance and send Tamil youths by 
force to their deaths while they live in 
safe havens in London or Madras. Un- 
fortfinately the BBC — well infiltrated 
by the Eelamists — has become a for- 
midable tool in their endeavour gt dis- 
torting and. suppressing facts. Did the 
"international media" or human-rights 
Organisations utter one word about the 
hundreds of revenge killings of Tamils 
by the northern separatists after the 
ceasefire of 18 June? My children still 
shudder at the thought of the inhuman 
killing of their school's principal re- 
cently. Mr Anandaraja of St John's 
College was shot merely for having 
organised a cricket match between 
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the ; security Tones and his students. 

The real enemies of both Tamils and 
Sinhalese are these power-crazy, blood- 
thirsty separatist leaders operating from 
afar and behind pseudonyms! 


Belgium A. S. 


Military's malaise 

Your article on the military reform 
movement in the Philippines [1 Aug.] is 
timely as well as heartening to overseas 
Filipinos such as myself who have been 
reading mostly bad press about our 
country abroad. 

During a trip to my homeland early 
in July, I sat beside an army colonel dur- 
ing an inter-island domestic flight and 
learned first-hand that there are many 
field-grade officers of the Armed Forces 
of the Philippines who are dissatisfied 
with the present state of affairs of the 
country in general and the military in 
particular. The Manila and other local 
newspapers also quoted sources saying 
that 70% of the field-grade military of- 
ficers had lost confidence in the military 
chain of command. 

It is interesting to speculate what the 
military reformists will be able to ac- 
complish in the long and short term. 
Those who are in power at present, 
especially *those who have acquired 
wealth that cannot bé explained ration- 
ally, must be starting to worry. And 
since these people will try to stay in 
power at all costs, they will surely try to 
look for weaknesses in the reform 


movement and exploit them to their ad- | E 


vantage. 

I have told my friends in the Philip- 
pines and here in the US that there are 
no problems that the country faces 
today that cannot be solved by proper 
economic management and a truly 
democratic form of government. If the 
military reformists can influence the po- 
litical leaders to open up the political 
processes and get rid of “crony, 
capitalism," there is no doubt in my 
mind that the Philippine economy will 
catch up with the rest of the region to 
the benefit of the common Filipino, who 
at present is at the bottom of the re- 
gion's totem pole. 


California Eugenio V. Corazo 


Better than stated 


The performance figures you euoted 
from the Japan Financial Report for 
the JF Japan Technology Trust 
[REVIEW, | Aug.] are incorrect. The ac- 
tual performance figures in US dollar 
terms as of 30 June are as follows: 


Net value 30 June 1985, 77.50: 
‘Yo change over three months —14.4; — 
^o change over six months —10.4; 
“Yo change over nine months — 13.9; 


7o change over 12 months — 1.8. 
Although not good, thev are a lot 
better than those published in your arti- 


cle. Kate Sloane 
Hongkong Jardine Fleming - 
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“Everytime 
_it takes off, 
it pays off. 
For both 
of us. gt s 


un ien Ae The Shorts 360 is the new-gt Day 
o nnsylvania Airlines. ^ ^c F advantane c ^ eQntant tha noaract Chor, 
with Ed Colodny, Chairman airline that takes advantage of it. Contact the nea 


of USAir, on the Shorts 360 listed below, and we'll show you how 


Shorts 360 


SHORT BROTHERS PLC Short Brothers (USA), Inc t Cryst i 
Short Brothers PLC, Airport Rd.. Belfast BT3 9DZ. Northern I | Short Brothers PLC. | 
Short Brothers PLC, 2: iloucester hd . Hong Kong. Short Brothers (Australia) Pty. Lid 
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be later, we ve been flying the 
very competitive market. | he 
36-passenaer Shorts 36: 
We bought four of them. And the 
expected — and mre 
We're getting a break-even factor of 
are getting many of the amenities they ! 
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7 Fuji unlocks 
new opportunities. 


One key to international success is choosing the right financial institution. 
You need solid assets, diversified services, experienced personnel, and a worldwide network. 
You need Fuji Bank, one of Japan’s largest. 
Our growing network covers 33 cities in 21 countries to help you anywhere, anytime. 
Our over U.S. $110 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 





For a head start in international business, start with Fuji Bank. . 
We'll open up considerable possibilities. 
f UJ 


Tokyo, Japan 


Overseas Network 

Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Dalian, Guangzhou, 

Shanghai, Sydney, Melbourne, London, Düsseldorf, Frankfurt, Zürich, Luxembourg, Paris, Madrid, 
9 Bahrain, Tehran, New York, Los Angeles, Chicago, Houston, Seattle, San Francisco, Atlanta, Miami, 

Toronto, Mexico City, São Paulo 

Heller Financial, Inc., Heller Overseas Corporation 










iW ith hopeful signs of an economic recovery and — 
more important — a revival of political will, Western 
| Europe is looking outwards and eastwards with a new self- 
| confidence to meet what is increasingly called the Asian 
Challenge. The old entrepreneurial spirit is returning, 
| perhaps exemplified by the marketing campaign with 
i: which the Swatch watch (featured on our cover) is reviving 
i the Swiss watch industry. FOCUS on. Europe in Asia 
j examines the continental competitors, from the old colo- 


(=| nial powers to the innovative Nordic nations; the areas 









[ to business and culture. 


| Page 12 
|". uth. Korean President Chun Doo 


found guilty of demonstrating against 


months' ideological 're-orientation' 
in special detention centres. 


de d — and pos- 





* S 
; Furope when pr joins the EEC. 





. Pages 23-30 
- South Korea's print media, including e a 
| plethora of new weekly and monthly 

magazines, is taking a slightly more 
, independent look at the government 
and its policies, but official restraint 
<- continués to have a deadening impact 
on the government-controlled elec- 
tronic media. 


. Pages 43-45 

- Endorsement by China's special party 
"conference in September of plans to 
jt 1 million men from the PLA is criti- 










“wan plans to curb campus unrest by - 
introducing a law requiring students | ruling National Front until it finally 
solves its protracted factional c dispute 


the government to undergo six | over allegedly padapa membership _ 


ibly enr from Hongkong — into 





i Deng Xiaoping’s two-pronged - | 
feos d ein Morea the armed | Att 


T -where Europe is fighting for trade, from hi-tech to high fash- 
ion; the attempts on both sides to improve political links; the Europeansi in Asia, 
|. their contribution and their lifestyle, and the Asians in Europe, giving new blood 


Cover photograph courtesy of ETA SA, Switzerland. 





Page 46 — u 
The Malaysian. Chinese Asso 
may be ousted temporarily fre 






rolls. 


.| Page 98. 
| Korea Inc. has closed ranks to oer 
the broken pieces of the failed Kukje 
business group, but no one is saying 
who will end up covering the group's | 
| bad debts. 


| Page 100 
| The rapid run-down of China’ S foreign 


reserves may not yet be over despite 


-a clampdown on import ordering by 
-the central authorities. 


: | Page 102 


Singapore’s economy is now ; losing 
ground but the government seems 


unready to move away from. the 


policies which have cost the republic 
its competitiveness and flexibility. 


Page 111 
Australia's long-established island- 
trading companies have maintained a 
key position in Papua New Guinea’s 
economy. 


Page 117 
Foreign shipping companies are tak- 
ing Malaysian partners and exploiting 
various concessions to win an impor- 
tant slice of the country’s maritime 
market. 








ea ArT ERAN 


Mana Aeon ar ra reti P 


. Prices and Trends EMPONT ANEA NU AETERNE NE 














South Korea; Chun's campus war 42 | 
Philippines: Thrown out of court 13:4 
Diplomacy: Passing fhe passport emeen T 

A Portuguese farewell. 2. 1 

South Korea press: An impatient public spurs : 
the media to be bolder enters T 
Foreign media and government enjoy more 
relaxed relations Md 
A closed cartel, but with fierce competition u 26 
Allabout Kim I Sung een EE 
Government-owned TV reflects official 
VİEW e s 
Speciality magazines thrive on increased 
OOO MANN E NU ME TENER 
Cambodia: Forced human bondage sss 
The sound and tury 
Fon relations: An uneasy alliance oo 







LN ewe iv math tated Sees 














oar fm it nd Wirt e pple Aum C a d d 















EC 

























RE ix y dento Kores tor China | 
Investment: Resource ful ll management in 
Australia s 








entra nies peni 





Economies: All the world's problems for 











Singapore Las ries, MEE 
Trade: Little cheer in wine for Japan... 104 
Companies: Shift in South Pacific trade E 

WAS racista ect Eae — TEES 

Arawa's business hoPhouse 2 18. 
Shipping: Whose concession in | 

Malaysia? NONO TEUER LU: 
Banking: Limited acceptance in Tokyo neme 126 
Markets: Firing up the change in 

JAKINE he et I WEE C: 





REGULAR FEATURES 





RUNS a atts T 3 
DUBII adalah rA oam tuin aui dn d adieu 10 
intelligence sh LL LL pau di 
The Week ARMEN NR. Ss 
Travellers Tales nnn NEN. 
Books ES c D 
The Sth Colum oe TE 


Economic Monitor: Mays i Naga Satan coe 
Shroff 1... 
Company Results moone 
Exchange Rates e erai 

Stockmarkets .. 





EEN De APER MM AP ite 


Backpage Letter: cos Hitam 


ja hse inlone anme tia naana daan Sen 











Komoto quits cabinet 


Toshio Komoto, Japan’s minis- 
.ter for external economic af- 
fairs and former president of 
the floundering Sanko Steam- 
ship Co., resigned his cabinet 
post on 12 July in a move 
to take political responsibil- 
ity for Sanko's plight. Komo- 
to, 74, held 34.41 million 
shares in Sanko, or 3.3% of the 
; company’s outstanding stock. 
..He was the company’s fifth- 
< biggest shareholder and largest 
individual shareholder. 
The resignation has cast 
oubts over the future of the 
imoto-led faction within the 
ing Liberal 
ty (LDP). With 35 mem- 
ers, the faction is the par- 
ty's. fifth largest and there is 
ow a strong chance that it will 
either split or disintegrate: In 
her event a new LDP power 
"alance is expected to emerge 
| the next few weeks. Komoto 
same president of Sanko: in 
1937 and resigned in 1974 to 
become minister for interna- 
tional trade and industry. He 
fought Prime Minister Yasu- 
hiro Nakasone for the LDP 
; presidency in 1982. | 
.— Bruce Roscoe 


Bangladesh and Burma 
Bangladesh and Burma for- 
. mally agreed on 12 August to à 
:map of their common 123-mile 
.border, prepared jointly by 
their respective survey depart- 
ments. This completes the de- 
“marcation work on the com- 
mon boundary — stretching 
from the southern end of the 
. Naaf river to the junction of 
the  Bangladesh-Burma-India 
* boundaries — started under a 
May 1979 agreement. 

— S. Kamaluddin 


.|.. Mitterrand's plan for 
New Caledonia stumbles 
The French | Government's 
plan to bring New Caledonia to 
a decision on a form of inde- 
pendence bv late 1987 ran into 
trouble when the Conseil 
: d'Etat, a constitutional watch- 
. dog, found invalid sections of 
the enabling. law that would 
give Kanak (Melanesian) areas 
. most weight in the Pacific terri- 
_tory’s new political system. 
French Presideni Frangois 
Mitterrand quickly recalled the 
national gssembly back from its 
summer recess for a ra spec Ses- 
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| revised 


Puto aa 2 house 


passed it, but further delay was 
expectedi in the senate, control- 
led by conservative parties op- 


posed to New Caledonia’s in- 
dependence which will proba- . 


bly send the revisions to the 
Conseil d'Etat as well. 

The changes alreadv forced 
on Mitterrand will shave the 
advantage for the largely pro- 
independence Kanaks: the: 


Mitterrand: ginis FINANCIAL TIMES 
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"white-controlled Noumea re- 


gion will have 2 seats out of 46 
seats in the congress, which will 
decide on independence, in- 
stead of 18 out of 43 seats. 


Elections for the four regional - 


assemblies which will combine 
into the congress have been set 
back at least two weeks from 
the planned 8 September date. 
— Hamish McDonald 


Thai minister's suicide 
to remain confidential 
Thai police say the file has been 
closed on the suicide of 52- 
year-old Science and Techno- 
logy Minister Damrong Latha- 
pipat, hinting that subtle politi- 
cal pressure was brought to 
bear to put an end.to specula- 
tion over the unhappy affair. A 
one-time Interior Ministry offi- 
cial and former governor of the 
National Housing Authority, 
Damrong shot himself in the 
head with a .38 calibre pistol in 
the back seat of his limousine 
as it turne@ into Government 
House on 29 July. 

Damrong did not leave a 
note behind to explain his ac- 
tion, and police sources said 


further investigations into the: 


suicide had been quietly dis- 
couraged. Police privately 
speculate that a dilemma in his | 
personal life affecting his hon- 
our, rather than anything con- 
nected with his wotk. was the | 
motive behind his suicide.»  - 
— John McBeth. 
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| China's. People's. Daily, indi- 
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Japan's Sanko sinks 
under load of debt 


In what looks certain to be 
Japan's biggest post-World 
War H bankruptcy, Sanko 
Steamship Co., the world's 
largest tanker-charter com- 
pany, has filed for protection 
under Japan's Corporate Re- 
‘habilitation Law. Estimates of 
Sanko's debt ranged from 
Y520 billion (US$2.2 billion) 
to ¥1 trillion. The refusal of 
}.Sanko's three main banks — 
Daiwa, Tokai and the Long- 
Term Credit Bank of Japan — 
to extend further credit 
| triggered the collapse. The 
three have an estimated X24 
billion in bad loans to Sanko — 
and a considerable volume of 
its stock. The financial position | 
of Sanko subsidiaries (51 over- 
| seas and one in Japan) was not 
| immediately known. Sanko, 
the victim of a protracted ship- 
ping slump and surplus tanker 


| and freight capacity, lost 68.3 
billion in the year ended 3f 


March, bringing its cumulative 


deficit to ¥168.2 billion 
REVIEW: 27 June). 
*  — Bruce Roscoe. 


China sees rise in 1985 
unofficial Taiwan trade - 
According to a 9 August report 
in the new overseas edition of 


rect trade between Taiwan and 
China could more than double 
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5 July), many. .of 
| re promised by ruling- 
party c candidates during the 
February elections for the na- 
tional assembly. According to 
government statements, fand- 
ing for the- new outlays will 
come from last year’s susplus. 

: + Paul Ensor 


Changes plarinied | in 
Malaysian exchanges 
Malaysia's- national = news- 
agency, Bernama, will begin 
providing current share prices 
from the Kuala Lumpur Stock 
Exchange. Via computer termi- 
nals next year. Similar plans 
have been mooted for trading 
results from the Kuala Lum- 
pur Commodity Exchange 
(KLCE) — moribund since de- 
faults last year affected nei ' 
6,000 palm-oil futures c 
‘tracts (REVIEW, 12 July '84). 
At an extraordinary. general 
meeting on 10 August, "KLCE 
shareholders approved major 
changes to rules on delivery 
and higher capitalisation - of 
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this year to at least US$I bil- 1! 


Hon. 


much 
through Hongkong. The report 
criticised the Taiwanese banon |. 
direct uode with the mainland, 


which |. said “will get | 
nowhere.” ~The newspaper said 


Taiwan's "old policy of no 
compromise, no contact and nos 
negotiations . . . is putting ob- 
stacles in the way of promoting 
trade.” — Mary Lee 


Seoul raises budget 

to spur economy 

south Korea has announced 
plans for a supplementary 
budget of Won 257.2 billion 
(US$292.3 million) this year. 
The new expenditures, aimed 
at boosting the country's flag- 
ging economy, will raise the | 
budget growth rate from 1984's 
9.9% .40 12.2% 
80% will E spent on construc- 


tior projects, with much of the | sh Bt 


restfor rural-welfare projects. | 
These include loans to heavily | 


Last year’s figure was | tra 
given as US$560 million, with | revi 
of the dealing done | 


More than | desis 





anges d will Dea a new  dléáfihi 
house, Malaysian Fut 

Clearing Corp., capitalise 

.M$IO million (US$4. I. mil- 
lion). to replace the existing 
Kuala Lumpur Commodities 
Clearing House. — James Clad 


Thailand seeks revenue 
from tax amnesty. 
Thailand expects to net an 
additional Baht | billion 
(US$37.3. million) fgom a tax 
amnesty running from 15 Au- 
gust to 30 September. The am- 
nesty covers personal-income, 
corporate ‘and ‘business takes. 
Tax arrears over the past 10 
years are officially estimated at 
Baht 12 billion, but Baht 5 bil- 
dion of this amount is : P urrenny 
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he bibanan dispute - 


| pon be dropped from the assembly's 


agenda permanently. As in the past, 


the reason for inaction will be 
Secretary-General Javier Perez de 


Cuellar's suggestion that because of 
unspecified "recent developments" 
~~ meaning tacit agreement between 


| | the parties concerned not to rock the 


' l [Mansfield 


ike Mansfield has signalled US _ 
dent Ronald Reagan that he 
wants to end his tenure and come 
home — reportedly under pressure 
from his wife. The White House is _ 
canvassing possible replacements 
according to well-placed — 
sources in Washington, is considerin 
naming Robert MacFarlane,. — — 


the 


ON THE SHELF : 
For the third year running, the UN. 
jeneral Assembly will shelve the. 


ate over Indonesia’s takeover of E 


he former Portuguese territory of. 
zast Timor by pigeon-holing it in the 
olonisation committee — in the 


* illa rocket attacks hit an army head- 
| Mum and the Defence Ministry in Kabul, 
| iplomats i in Islamabad said (13 Aug.). 


‘BANGLADESH 

- - An opposition leader was released from 
detention as part of a plan by President H. 
. M. Ershad to restore political activity (// 
| Aug. ). More than 15,000 lawyers boycotted 
courts to protest against bomb blasts which 


a Ey ie 2 DEDE attending a murder trial 


E: INDIA 
— Ahe government lifted a 14-month ban on 
foreign journalists entering Punjab. Sus- 
pected Naga rebels in Manipur state killed 
six people and injured two others in raids, 
the United News of India said (9 Aug.). 
urity forces went on alert as Prime Minis- 
» ter Rajiv Gandhi began a tour of northeast- 
ern India (/2 Aug.). The government and na- 
< tive residents of Assam reached a tentative 
. agreement tosettle an issue involving alle ged | 
al foreign residents in the state, the Press 
st of India said: bx 13 Aug.). 


x vilagos a : 


gan S national RON adviser, > 


amended bill on the status of New € 


boat — the item should be postponed 


for this session. Most UN members 
concede privately that there is — .— 
nothing the assembly can do to 


| reverse the takeover. 
Representatives of Fretilin, the Bast 


Timor guerilla movement, told the 
REVIEW they will yield on this year’s 


~ | postponement but would fight any 
| attempt next year to delete the topic 
nng-time US Adiibassador to J apan x T 


from the ir odd S Met 


eir EBorderi is icd: one E 
wrangles ini xeu inis 


ia e afi that th m à loi 
r mutual land border, but becaus 
hey have not led to military clast és 


` | = as has happened in the case of the 
| three villages — they have so far been 
| kept quiet by both governments. The 
| Thais say that if there are moves- 
: | towards a settlement of the much- 
E publicised three-villages issue, they 
| would like to include the other so-far- 
unidentified territorial disputes. 


The Central Jakarta District Court sen- 


| tenced the alleged mastermind of bombings 


of Chinese properties last October to life im- 
prisonment (8 Aug.). The first Chinese trade 
delegation to visit Indonesia in 18 years ar- 
rived to sign US$300 million worth of agree- 
ments (9 Aug. ). 


JAPAN 

A Japan Air Lines Boeing 747 with 524 
people aboard crashed into a mountain west 
of Tokyo after one of the doors was destroy- 
ed (7/2 Aug.). 


PACIFICe 

The French National Assembly passed an 
aledonia 
despite strong opposition from rightwing 


parties (13 Aug. ^ 
PAKISTAN — 


Hundreds of riot police dispersed protes- 
ters with baton’ charges and tear gas in Is- 
lamabad er th ids of people rioted to 

ie deaths of nine people in a 


 TIMOI 
Australian oil exp | 
| quietly considering a joint- 
development proposal for the Tir 
Sea area (where Indonesian and’ 
Australian claims overlap) and see 
potential tax savings in such a 
scheme. Officials from the two — 
countries are to meet ? Canberra i in 
September to resume long-running - 
negotiations on a seabed boundary — 
south of Timor, and are expected to 
pursue the joint-development ideas. 
Some Australian oil men hope such a 
scheme will have an Indonesian 
flavour, because operating under an 
Indonesian production-sharing 
contract would be more favou 

the oil companies than workin 
Australian control with that cou 

be taxes. | 


ers have been. 


| Hints epo Govern 


officials that the losses at Overseas. 
Trust Bank and its subsidiary | 
Hongkong Industrial and 
Commercial Bank “could be a 
Carrian" are continuing to caus 
nervousness in sections of thi 


financial community in Hong 


| and Southeast Asia. How 


2 
| 


deluge of writs issued by th 
banks for rec fle 

were taken over bi 

June have not yet reveal 

losses. The claims so far have be 
in tens rather than hundreds of 
millions. 


PHILIPPINES 

A parliamentary committee d 
by the ruling Kilusang Bagong Lipt 
rejected an impeachment re : 
ing President Ferdinand Marcos of 
high crimes and abuse ófoffice (1/3 Adg. 


| SOUTH KOREA g | 
Police detained nine teachers who had. 
written articles critical df thé government 
education policies (9 Aug:). About rx 
dents staged a sit-in protest for a second 
to urge the. government to withdraw a p 
posed new law aimed at curbing anti- -govern 
ment student protests (/3 Ang. }. | 


SRI LANKA 

At least 11 people including five poli 
men were killed in a clash with Ta 
separatists in. Northern Province, offici 
said (/0 Aug.). 


THAILAND | | 
Thai police arrested a senior ati 

on charges of fraud and v i 

ment decree banning illeg 

ment funds, authorities 






















































By Shim Jae Hoon in Seoul 


A political storm has blown up over 
q South Korean President Chun Doo 
.]. Hwan's decision to bring in a Campus 
Stabilisation Law, under which college 
students found guilty of demonstrating 
against his military-backed regime will 
= be sent to special detention centres for 
. up to. six months of ideological "re- 
. Orientation." The proposed law could 
_ provoke serious political unrest as the 
. Opposition New Korea Democratic 
| Party (NKDP) and other groups have 
vowed to stop it when it comes up for 
review at the national assembly. 
—. Proposed formally by Education 
Minister Sohn Jae Souk and strongly 
backed by Chun's Democratic Justice 
ity (DJP), the bill will almost cer- 
ainly be passed into law as the DJP con- 
ols the required majority in the single- 
lamber parliament. However, the 
P and the Consultative Committee 
r Promotion of Democracy — a broad 
alition movement of various dissident 
oups led by Kim Dae Jung and Kim 
Young Sam — have branded the pro- 
posed legislation “an evil law” designed 
o prohibit all forms of political dissent 
university campuses and have called 
for a nationwide struggle against it. 
The resultant clashes with the gov- 
ernment that this opposition is expected 
to provoke will mean the end of a period 
of relative political liberalisation which 
has followed the 12 February general 
election in which the NKDP scored 
some big successes at the polls. With a 
broad opposition front emerging to bat- 
tle this bill, even its successful adoption 
is not likely to stem the tide of further 
.| campus disturbances. Moreover, by re- 
| sorting to this kind of harsh legalistic 
measure with a minimum of public con- 
“sensus — the DJP has promised only a 
cursory public hearing over its contents 
_ ~~ Chun risks alienating electoral mod- 
erates, especially in the provinces, who 
. have generally-áccepted him. 
~*~ Sohn and other officials justify the 
_ bill by asserting that unless the growing 
< level of violence by student radicals is 
«strictly dealt: with, the country faces a 
-grave threat to its national security. 
"The main purpose of the law is to up- 
|| root the source of threat to the national 
= security, create a sound academic at- 
mosphere for the majority of students 
and establish an institutional device for 
fostering youths who will lead the future 
of the country," he told newsmen. 
" Speaking for the DJP, Lee Chi Ho 
4 existing laws have proved insuffi- 
deal with. what he. termed 












Student arrests: broad ! opposition. i 


“dangerous leftist tendencies” among 
university demonstrators. “This bill is 
not a repeat of revolutionary measures 
under which we once sent hooligans to 
rehabilitation centres a few years back,” 
he said, referring to another similarly 
controversial step Chun took in 1980 
shortly after he assumed power. 


mong those who have been quick 
to speak out against the proposed 
bill is Lee Ki Taek, an NKDP vice-presi- 
dent, who declared that the root causes 
of continuing campus unrest here in- 
clude Chun's làck of political legitimacy 


as he first came to power under martial 


taw through a process many have de- 
scribed as a "constitutional coup." “Stu- 
dents are demonstrating because. they 
want democratic reforms, not because 
they are communtsts," he insisted. 

The provisions of the 10-article law 
bill are sweeping enough to have 
frightened a broad range of critics. Ac- 
cording to details made available by the 
Education. Ministry, scores of 1l- 
member: Re-orientation. Committees 
are to be set up across the nation, com- 
posed of lawyers, professors, even par- 
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be interspersed with. guided tor 


ents of students. € haired by: i 
lawyer, they will hear indi 
vidual cases of: protesters ar. 
rested for © holding "vio 
dent” demonstrations, seizing 
school facilities: for politica 
reasons, or for using explo- 
sives, such as. Molotov cock. 
tails, against riot policemen. 

Students convicted . by 

these committees will be sen! 
to special detention centre: 
(not regular prisons) for up tc 
six months of ideological * re. 
orientation” — preceded, 
. cording to the draft bill — 
up to 15 days of questioning 
cby the national police. Stu- 
dents who boycott, or con. 
Spire to boycott, classes foi 
political reasons or those 
otherwise | “disrupting - “the 
campus order" will likewise 
come tinder the committees 
jurisdiction. For those lead- 
ing demonstrations or founc 
to have inspired “Jeftis 
ideologies among- demon. 
Sstrators by writing and dis. 
seminating - anti-governmem 
leaflets, the maximum pen 
l alty is to be seven years’ im. 
prisonment. 

If enácted, this law woulc 
compromise one of the last sacred arti- 
cles of the South Korean Constitution. 
beleaguered asat already is. According 
to opposition legal experts, no institu- 
tion other than the judiciary can [ 
judgment on criminal cases invoh 
physical detention. The Campus Stabili- 
sation Law would allow the Re-ortenta- 
tion Committees set upby the Education 
Ministry to act like a court. 

How the re-orientation will be con- 
ducted and where the students are to be 
detained, nobody — not even Sohn — 
seems to know for sure. They might be 
held in what officials have described as 
"quasi-educational facilities’s run and 
supervised by the Education Ministry, 
which would at least ensure that the 
convicted students not be incarcerated 
im military-style . barracks or. even 
camps, but there is no assurance of this. 

-Itis intended, however, that the de- 
tainees must take lecture courses aboul 
Marxism, the dependency theory, liber- 
ation theology. and other  "leftist 
ideologies" that allegedly inspire their 
demonstrations, and these cours il 
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Korea, and visits to factories with 


"exemplary" industrial relations. This is 
presumably to impress on the erstwhile 
demonstrators the need for national 
unity in the face of threats from the 
North, and to rebut charges that work- 
ers here are exploited through being 
paid subsistence wages. These provi- 
Sions are likely to be covered by a sepa- 
rate enforcement decree requiring sim- 
ply a signature by the president. 

Those who complete the re-orienta- 
tion programme will be spared from 
further prosecution, and allowed to re- 
sume their studies at the universities. 
While the move has stunned and appal- 





led most of (he country's public opinion 
— newspaper cartoons have lampooned 
the proposed legislation by showing the 
government painting itself into a 
corner, or ei Tw opening their daily 
newspapers with a dose of sedatives to 
fortify them against further jolts 

ther the students nor the NKDP be- 
.. e it will achieve its stated aim of 
stopping demonstrations or even reduce 
the current level of protest. Such pes- 
simism stems from the fact that the dissi- 
dent movement, including campus ac- 
tivism, has in the past thrived in the face 
of existing laws designed to deal harshly 
with anti-government activities. 





I: the six years since Chun came to 
power, ¢he courts have convicted stu- 
dents by using a variety of articles from 
a series of laws including the Criminal 
Code, the National Security Law, the 
Law on Assembly and Demonstration, 
the Anti-Violence Act and the Law on 
Possession of Firearms and Explosives. 
But the government has signally failed 
to stem the rising tide of protest. Given 
the present high level of disturbances, it 
is difficult to see how the Education 
Ministry will cope with tens of 
thousands of demonstrators crowding 
into re-orientation centres. An opposi- 
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identified, predicted: “This will only en- 
courage students to be more heroic- 
minded; they will be competing with 
each other to fill these places- [the 
centres]." 

Meanwhile, some Christian human- 
rights activists have likened the pro- 
posed law to the communist system of 
sending political recalcitrants to “re- 
education camps" such as those that 
exist in Vietnam and Cambodia. Thun- 
dered Lee Min Woo, 70-year-old presi- 
dent of the NKDP: *We're not asking 
government to modify it, but to retract 
it entirely . . . even a child will tell you 
this law is not going to work." 

As with similar confrontations that 
he has lost over intimidatory legislation, 
Chun is not likely to have his way this 
time either, The suspicion is that Chun 
wants this particular legislation not for 
immediate effect — though he is seek- 
ing to have it in place by September — 
but as a long-term weapon to defend 
himself against anticipated future u 
heavals. As indicated by the fact that 
the proposed law is set to expire in De- 
cember 1988, it could be aimed against 
the prospect of massive student upris- 
ings next year or the year after that, in 
the event that Chun chooses to prolong 
the present system by resisting the de- 
mands of civilian politicians that he re- 
write the constitution. 

Under the existing constitution, he is 
scheduled to step down from office in 
February 1988, after election of the next 

resident by an electoral college. This 
indirect method of voting enables 
another military figure like himself, or a 
civilian politician with support from the 
military, to succeed Chun. The NKDP, 
students and other intellectual dissi- 
dents fear that this system holds the pos- 
sibility of army generals manipulating 
the college votes, thus ee the 
major Opposition figures, Kim Dae 
Jung and Kim Young Sam, out in the 
cold. 

But DJP leaders including the party 
chairman Roh Tae Woo, another re- 
tired army general whom many believe 
will succeed Chun, have opposed any 
constitutional amendment on the 
grounds that the constitution was ap- 
proved by a national referendum held in 
1980, while the country was under mar- 
tial law. Chun declared on 9 August: 
"With a firm mission we should keep the 
present constitution, a charter of liberal 
democracy." He also said: “Acts b 
few people, who are blindly pursuing 
only pargisan interests, and upsetting 
hard-won stability, will not be toler- 
ated." 

The proposed new law can hardly be 
said to be intended for use against just 
"a few people," nor is it expected to 
contribute substantially to what the gov- 
ernment claims it is designed to achieve 
— political stability. Rather, the expect- 
ed mass defiance of it will prove a 
further test of Chun's credibility. o 
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Thrown out 
of court 


Marcos quickly brushes 
opposition impeachment aside 


By Guy Sacerdoti in Manila 
W ith lightning speed, the most 
serious attempt to date by the legal 
Philippine opposition to discredit the 
19-year domination of President Fer- 
dinand Marcos failed — and failed mis- 
erably. Less than nine hours after the 
formal filing on 13 August of an im- 
peachment resolution against Marcos in 
the national assembly, a committee 
which considered it dismissed it. 

While the principal authors of the 
resolution, opposition assemblymen 
Homobono: Adaza and Antonio 
Cuenco, expected the move to be killed 
in the assembly, where the ruling 
Kilusang Bagong Lipunan (KBL) Party 
has a large majority, they had hoped the 
resolution — and the accompanying 
legal complaint specifying 26 allegations 
of presidential wrongdoing — would at 
least force a public debate on the evi- 
dence they had gathered. 

In the event, the assembly's Com- 
mittee on Justice, Human Rights and 
Good Government, with 15 of 23 mem- 
bers hailing from the KBL, threw out all 
the allegations on technical grounds be- 
fore local newspapers could even print 
them. Marcos had threatened the resol- 
ution's authors with libel suits and said 
the whole exercise was wasting the as- 
sembly's time when critical legislation 
concerning the budget and election 
code were pending. Following the op- 
position debacle, he clearly could mark 
up yet another political victory. The op- 
position, however, could point to the 
same arrogance of power they were 
battling as the reason for its failure. 

By 11 p.m. on the day the resolution 
was filed, the opposition, clearly frus- 
trated after two major charges had al- 
ready been dismissed, walked out of the 
committee proceedings, Adaza prom- 
ised to try to keep theiimotion alive by 
challenging the committee's report when 
it reached the full assembly, expected 
before the week was out. 

Signed by all but two of the opposi- 
tion’s 56 assemblymen and one inde- 
pendent, the resolution called for Mar- 
cos' impeachment on charges of "graft 
and corruption, culpable violation of 
the constitution, E | gross violation of 
his oath of office and other high 
crimes.” 

The 19 specific complaints of graft 
and corruption involved alleged invest- 
ments or property purchases mostly in 
the US, 12 of which were gllegedly 
made on behalf of Marcos and his wife, 
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Imelda, totalling some US$650 millio 
— allegations originally made in a US 
newspaper. The assembly committee, 
chaired by the KBL's Manuel Garcia 
from Davao City but led by Minister of 
Defence Juan Ponce Enrile, said the 
charges were based on the "conclusion" 
that Marcos was "in connivance, conspi- 
racy and collusion with" his family and 
friends for self-enrichment, rather than 
proving conspiracy as a fact. 

The charge of violating the constitu- 
tion included Marcos' appointment of 
his brother-in-law, Benjamin Romual- 
dez, as ambassador to the US while still 
serving as elected governor of his home 
province of Leyte, in violation of the 
constitution. The committee said Mar- 
cos’ executive order appointing 


N osa 


Romualdez stood as an acceptable pro- 
vision of law under another section of 
the constitution. 

Similarly, a charge that a presiden- 
tial decree allowing Marcos to divert 
budgetary funds to any programme he 





liked violated a constitutional provi- 
sion, was denied by the committee with 
the argument that the Supreme Court 
never ruled the decree unconstitutional. 
The remaining charges were dismissed 
for similar reasons. 

Under the assembly rules, an im- 
eachment resolution must undergo 
irst reading in a full assembly session 

(which was done ifmediately when the 
assembly was called to order at 5 p.m.), 
after which it is sent to the committee 
for a ruling on whether the complaint is 
in proper form and in substance com- 
plies with impeachment rules. The as- 
sembly was adjourned just after the first 
reading, with the committee opening its 
discussion three hours later. With the 
resolution's rejection, the committee 
now merely reports back to the assem- 
bly and the matter will not go to a de- 
bate or "trial." All the opposition can 
do is dispute the committee's decision. 
There is even a poe of discipli- 
nary re against those who signed the 
complaint. ü 
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DIPLOMACY - 


Passing the passport 


Britain is putting EEC pressure on Portugal to tighten law 


Bue has been pressurising Portu- 
gal to put limits on the issue of full 
Portuguese passports to Macau resi- 
dents, for fear of a flood of immigrants 
into Europe. By raising the matter, the 
British have added to Macau people's 
concerns about the future and the possi- 
bility that those currently entitled to a 
Portuguese passport may have those 
rights modified. 

Reliable sources in Macau contirm 
that the Portuguese are considering 
changes to their nationality law, but in 
what way is not known. 

Macau Governor Vasco de Almeida 
e Costa has reacted sharply to the Bri- 
tish pressure, telling the REVIEW that 
no country can tell Portugal how to 
exercise its sovereign rights. However, 
the governor's say in the matter may be 
limited. Rather than raise the matter di- 
rectly with Lisbon, the British have re- 
sorted to the arcane forum of the EEC 
bureaucracy in Brussels where the de- 
tails of Portugal’s accession to the Euro- 
pean community have been thrashed 
out. Citizens of all EEC countries have 
free access to the others. Meanwhile, 
Britain and China may find themselves 
in an unholy alliance against Lisbon's 
relatively liberal nationality law. 

The British motives in raising the 
issue appear to be questionable, if not 
actually racist. First the British contend 
that imprecise definitions of entitlement 
in Portugal’s Nationality Act could lead 
to even more Portuguese passports 
being issued than the 100,000 or so of 
Macau's 400,000 residents currently be- 
lieved entitled to them. Most of these 
are either ethnic Chinese or people of 
mixed ancestry who can speak Por- 
tugese and are usually described as 
Macanese. The British, mindful of the 
fact that a mere handful of Hongkong 
residents out of a total population of 5 
million have any right of abode in Bri- 
tain, think the figure far too high. Sec- 
ondly, London suggests, a weak or cor- 
rupt administration in Macau could 
make it relatively easy for Hongkong 
Chinese to get Portuguese passports. 
They could then use them to move to 
Britain under EEC rules permitting free 
movement of labour among the 
member countries. + 

Quite why the British should be so 
exercised over 100,000 or even more 
Portuguese passport holders out of a 
total Portuguese population of 9 million 
can be ascribed to race. Catastrophe 
would have to befall Macau for all the 
100,000 to want to move to Europe. 
Meanwhile, metropolitan: Portugal will 
be the poorest member of the EEC. Its 
migrant workers can already be found 


By Emily Lau and Philip Bowring 
in Hongkong, with contributions from 


James Bartholomew in Londorf, 
Peter Wise in Lisbon and 
Shada Islam in Brussels 





all over the community and these num- 
bers will presumably grow rapidly once 
the Portuguese have the free movement 
which goes with EEC membership — 
regardless of what happens to Macau. 

The British appear to have a third 
objection to Lisbon’s relatively liberal 
approach to issuing passports: the con- 
cern that Portugal’s attitude will be con- 
trasted by Hongkong people with Bri- 
tain's attitudes to holders of the seco 
class document known as the Brit 
Dependent Territory Citizen (BDTC) 
passport issued to Hongkong-born 
Chinese and which gives them no right 
of abode or work outside Hongkong. 

Although the matter of Macau resi- 
dents’ status is one between Portugal 
and the existing 10 EEC members as a 
group, there is no ĝoubt that the British 

ave been responsible for making it an 
issue. According to British sources 
there are no specific references to 
Macau in the Portuguese accession 
treaty or its accompanying protocols 
due to come into effect next year. How- 
ever, during the talks, Portugal was 
asked to present a memorandum ex- 
plaining how its nationality law was to be 
applied in Macau. And Lisbon sources 
say that there is a protocol relating to 
Macau. Although the Treaty of Acces- 
sion has been published, the protocols 
have not. 

The EEC treaty provides for a lo 
(almost 10 years) transition period f | 
Portugal’s entry into the EEC, begin- 
ning January 1986, so the current re- 
strictions on movement of Portuguese 
within the 10 EEC states will not be 
lifted until well into the 1990s. That of 
course is approaching the deadline for 
the end of British rule in Hongkong — 
and most likely of Portuguese adminis- 
tration of Macau. 

v 

Atom Portugal is not believed to 

have committed itself on paper to 
hold issuance of Macau-origin passport 
holders to any given level, other EEC 
members have apparently given Britain 
a watching brief on the issue. A Foreign 
Office official conceded that Britain had 
been given a mandate by the community 
to discuss the matter with Portugal. Bri- 
tish complaints that administration in 
Macau is too lax to keep things under 
proper control may have some sub- 
stance. 
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Dj he ormer head of Macau's Civi 
z Administration Department, Gasto 
- Humberto de Barros, was sentenced to 
five years' imprisonment for issuing 
t false papers used to obtain passports. 
*. The British allege that Portuguese pass- 
ports can still be bought — according to 
. one source for a relatively modest 
.HK$30-40,000 (US$3,800-5,100). Not 
. long ago 2,000 Portuguese passports 
were stolen in West Germany and it is 
. only guesswork in whose hands they 
5 may end up. 
|. British fears, real or imagined, were 
: fanned by a scheme, introduced two 
. years ago, by which Hongkong invest- 
- ors in a Macau housing development 
project could- get Macau residence 
nights which after a period would be 

















Sonertbls into a tight of quie in 
|o ftugal. A Hongkong official said Bri- 
. 3 has asked Portugal to close the im- 
migration “loophole” and was told by 
Lisbon that they had already done so. 
. “But Britain remains to be satisfied that 
the combined effect of the Portuguese 
: nationality law and the way'the- Por- 
"tuguese handle things in Macau are 
-enough to achieve the desired effect,” 
; he said. 

.. The Portuguese argue that their na- 
| tionality eriteria and administrative pro- 
. cedures are their affair and for Britain 
.to raise the spectre of hundreds of 
| thousands of Hongkong Chinese flood- 
ing into Europe via Macau is “hysteria 
worthy of Enoch Powell” — a British 
politician. famous for his racist senti- 
* ments. They also retort that the British 
stop criticising others who fail to 
their dismal example of devalu- 
g their own passports. 

The Portuguese'dlso point out that 
ugh their own se law d 




















U DON'T HAVE TO MEAN ` 
AT TOU TELL THE WA7/VA 


need to have at east one Portuguese 
parent, or be fluent in Portuguese and 


x years, th 





conversant with its culture, or be mar- 
ried to a Portuguese ay give 
some scope for marriages of conveni- 
ence. This law, introduced in 1981, is 
very much more restrictive than its 
predecessor. Formerly Macau was re- 
garded as à province of Portugal and its 
citizens as theoretially identical to those 
of metropolitan Portügal. 





about 90 000 are holders of Por- 
tuguese identity cards, which are proof 
of nationality and normally give auto- 
matic right to a Portuguese - passport, 
There are, however, only about 60:000 
actual holders of Portuguese passports 
in Macau. The passport is valid for five 
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| 
f the 400 000 residents of Macau, | 
years but normally automatically re- 
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— In addition; the government 


also issues. passports for foreigners 
which, like the Certificate of Iden- 
tity issued by the Hongkong Govern- 
ment to Chinese not born in the terri- 
tory, are travel documents’ carrying 
neither right of abode nor consular pro- 
tection. 

The British attitude seems partly 
explained by London's neurosis about 
non-white immigration and secondly by 
concern about Hongkong reaction. A 
Hongkong official explained that Bri 
tain is trying to ensure that Macau peo- 
ple do not get a better deal from Por- 
tugal's egtry into the EEC than Hong- 
kong people got when Britain entered 
the EEC. Hongkong did ‘not get any 
special economic or political conces- 
sions then, and it would be“wholly un- 
acceptable for Macau to geta relation- 
ship with the EEC which ismore benefi- 
cial than what is available to Hong- 
kong," the ólficial said. c5. 

In shórtithe Macau deai ‘should not 
an the Hongkong deal. Ho, 
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ople for failing to secure a good deal 


r them and also for failing to stop 
Aacau from getting a good deal, the of- 
ficial said. When reminded that Hong- 
kong people may not be so selfish or un- 
just, the official insisted that many 
- Hongkong people would be extremely 
jealous and upset if Macau did manage 
to get a better deal. 

Besides trying to protect themselves, 
the British move is seen by some Hong- 
kong people as a vote of no-confidence 
in the Sino-British joint declaration on 
the future of Hongkong, since it appears 
to be so worried that many Hongkong 
«people may want to leave the territory 
. before 1997. As things stand, not many 
Hongkong residents will be able to take 
advantage of Portugals less dis- 
criminatory nationality law. In Hong- 
kong, there are less than 1,000 people in 
the Portuguese community, and many 
of them have acquired other 
nationalities. The president of the 
Hongkong Club Lusitano where local 
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Portuguese have been meeting regu- 

larly since 1866, A. de O. Sales, said this 

group is decreasing in number all the 

time due to emigration, death or total 
assimilation into Chinese society. Those 
who were born in Macau or in Portugal 
still hold Portuguese passports, and 
-their children are entitled to Portuguese 
. nationality. “However, the number is so 

| small that Portugal should be able to 
` take it in its stride,” said Sales. 


he British may not be the only ones 
|: putting Portugal’s relatively liberal 
| nationality policy in jeopardy. The next 
could be the Chinese whose principles 
of nationality are based primarily on ra- 
cial assumptions. According to the 
. Chinese nationality law and the prece- 
dent set in the Sino-British joint dec- 
. laration on the future of Hongkong, all 
Chinese born in Hongkong and Macau, 
. whether they are holders of the BDTC 
. passports or Portuguese passports, are 
considered Chinese nationals. 
|. Last month, the deputy secretary of 
the Chinese State Council's Hongkong 
and Macat: Affairs Office, Li Hou, told 


ality a 


ry comes under 
Chinese rule. He said the future Macau 
special administrative region would re- 
gard Macanese as compatriots and they 
would be welcome to stay. Peking's at- 
titude on the Portuguese nationality 
issue is unclear, but informed sources 
say Chinese leaders would most proba- 
bly welcome any attempt to make it 
more difficult for people in Macau to 
emigrate. Peking is undoubtedly aware 
that some Macau people are anxious 
about the future and may want to leave 
the territory. 

In an interview with the REVIEW, Al- 
meida e Costa promised that even if 
further changes had to be made in the 
nationality law, they would not be re- 
trospective and existing passport hold- 
ers would not have their rights reduced. 
Nonetheless, it is believed that some 
Macau people are already a little ner- 
vous and are having their children's 
births (and even their own, retrospec- 
tively) registered in Lisbon. No one 
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Costa; Portuguese passports: limited say. 


seems very sure what this will achieve 
except there is a hope that it will provide 
an added insurance in the event that 
Portugal changes its nationality law as a 
result of sacrificing the rights and con- 
cerns of its Macau citizens to its rela- 
tions with other EEC members, or 
China. 

According to Macau Secretary for 
Administration Maria Adelina de sa 
Carvalho there was an increase in the 
number of late birth registrations when 
discussions on the future of Hongkong 
began. A special department had to be 
created to cope with the demand. So 
ffi, more than 7,000 people have 
applied. But only those with adequate 
proof that they were born in Mgcau be- 
fore 1981 can acquire Portuguese na- 
tionality. When Portuguese President 
Antonio Ramalho Eanes visited Macau 
in May, he received a detailed briefing 
on the nationality issue from Sa Car- 
valho, who warned that it could be one 
of the most difficult problems in the 
Sino-Portuguese negotiations on the fu- 
ture of Macau due to-be.,jheld next 
year. at i R 
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With the average age of our aircraft a mere two years, we have the most modern fleet in the world. Wh 





WE HAVE JUST ACQUIRED 
A BILLION DOLLARS OF BIG TOP 747s, 
B757s AND A3105. 
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lat you can achieve over the telephone line. | 
1 talk over it, send data, text and images along it. You 
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rom country to country. From one computer to another. 


s of others. 
rmation can be digitized, encoded and encrypted. 
in be sent along lines of wire, along optical fibres - even 
off satellites 
possibilities, like our efforts, are endless. 


INK ALONG NEW LINES. 


| g along new lines means coming up with a 
tream of innovative products and concepts. 

cepts that break both the bounds of imagination and the 
mmunication. 

icts to keep people in touch and informed. 

the simplest telephone handsets to digital 

jon systems, private international networks - and 
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Just the Facts 








Only three countries in the world make 
the 256K D-RAM. 
Samsung made Korea #3. 

That’s just one example of the commitment to 
high technology that is at the heart of Samsung 
today. 

It’s a commitment to the future. 

Take a look at those industries with the most 
assured potential for future growth and in many 
cases you'll find Samsung is » already there. In 
recent years we've 
strategically posi- 
tioned ourselves in 
industries such as 
semiconductors, 
fiber optics, genetic BE 
engineering, com- {i 
puters, PESEN 
industrial machin- 
ery, and aircraft. 


26 member companies—one team. 

When you deal with the 26 member companies 
of the Samsung Group, you deal with a 100,000 
member team. A team where related industries 
reinforce and strengthen each other for greater 
efficiency and productivity. 


35% average growth from 1977- 1984. 


Sound growth even in periods of global reces- 

sion have mace tua: a stabilizing force in 
museums Omestic business and 
a favored partner for 
international ventures. 
Group exports 
accounted for 14% 
of total exports from 
| Korea in 1984 and net 
B sales accounted for 

|. 9.896 of Korea's GNP 
in the same year. 


























Samsung Business part- 
ranked 38th ners on four 
on the 1985 continents. 
Fortune 500 ?.— Samsung people 
list of com- have the ex- 
panies based UEM perience, expertise 
outside theUS. and motivation to make 


partnerships work 
around the globe. We're 
involved today with 
friends on four con- 
| tinents in mutually 
beneficial projects that 
. include technology — 
exchanges, joint manufacturing, and overseas 
resource development. 
Our list ef associates includes names like ITT, 
GE, Chrysler Corp., UTC, Corning Glass Works, 
AMOCO, SEIKO, and HEWLETT-PACKARD. 


Bigness itself 
is not an end- 
goal at Samsung, 
but it does give 
us certain advantages. The financial and human 
resources our size puts at our disposal enables us 
to react quickly to market opportumities, 
establishing a presence in challenging new in- 
dustries rapidly. Much the way we did in the air- 
craft industry, going from initial investment in 
1977 to development and production of Korea's 
first locally-made jet engine in 1982. 


Gy SANSUNG 


bd Represented by Samsung Co., Ltd. CPO. Box 1144 Seoul, Korea Tel: 7721-1114 Telex: STARS 
RSSOO TINGS SOZINES 169 Cable Address: STARS SEOUL 








SOUTH KOREA PRESS 


An impatient public spurs 
the media ta be bolder 


By Shim Jae Hoon in Seoul 
ASIAN 


a 


In the heat of the cam- 
paign in the run-up to the 
12 February general 
election, South Korean 
T mare) newspaper readers were 
STH treated to a rare display 
PRESS of opposition views on 
everything from the economy to the 
need for political liberalisation. How- 
ever, what surprised the readers most 
was the newwaadacity shown in many of 
these reports. 

Phrases such as "military dictator- 

0" to denote the administration of 
~=-~sident Chun Doo Hwan and de- 
mands from Kwangju citizens for a new 
probe into the anti-government riots in 
their city five years earlier in which 
many people were killed by government 
troops, crept into the newspapers. Only 
a few months earlier, it would have been 
almost inconceivable that such reports 
woufd have appeared in print. 

at spurred the press to be so bold 
was fpparently pressure from the elec- 
torgie. At many campaign rallies candi- 
dats from the emerging opposition 
New Korea Rn Party (NKDP) 
attacked the press for its failure to per- 
form its duty as a critic of government 
and were cheered on by tens of 
thousands of people. . 

The election campaign forced South 
Korea's usually simid press to be bolder 
because had it not responded to the 
public’s mood, it would have risked a 
total loss of credibility. As a result op- 

osition leaders Kim Dae Jung and Kim 
gae Sam, who were not permitted to 
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stand as candidates in the election but 
who lent their moral support to the 
NKDP's candidates, were thrust into 
the political limelight after months of 
relative obscurity because of neglect by 
the domestic media. 

Not long ago, the two oppositionists 
were obliquely identified only by their 
addresses — Kim Dae Jung as 
"Tonggyo-dong" for the area where his 
house is located, and Kim Young 
Sam as “Sangdo-dong,” the small mid- 
dle-class residential area where he 
lives. 

Even student demonstrations get re- 
ported in the press now, together with 
pictures of student clashes with riot 
police. The range of business and eco- 
nomic subjects covered by the press has 
also broadened — a few editorials have 
even suggested that the cabinet should 
resign, taking responsibility for the 
economy's sluggish performance. 


ye despite the freer atmosphere, 
problems afflicting the press as a 
whole here remain. For example, any 
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The national-security concept is 
sweeping, if ill-defined, liable to broad 
interpretation by government leaders. 
Military threats from the North have 
been real and frequent ever since the 
war for the peninsula ended in 1953, 
"We do not question these threats, 
rather we insist that because of these 
threats to our security, our press has to 
be free," said a journalist who, ironi- 
cally, requested anonymity. 

The nation's security has been used 
as an excuse to suppress the media for 
years and has posed the most serious 
threat to a free press here. Shortly after 
he seized power in late 1972 through a 
revision of the constitution, the late pre- 
sident Park Chung Hee used national 
security as a pretext even to block media 
reports on the rising cost of coal briquet- 
tes used for heating. And in the face of a 
growing revolt in the press in 1974, Park 
issued Emergency Decree No, 4, which 
outlawed all criticism of his Revitalising 
Constitution and, eventually, reporting 
of criticisms. 

On the whole the press here has 
fought bravely against such restrictions. 
From 1975-80, more than 820 report- 


_ ers, editors, photographers and broad- 





topic viewed by the government as 


touching on national security is still re- 
garded as taboo. 

“Our country has arrived at a difficult 
Stage where the nation’s survival and 
prosperity must be ensured in the face 
of military threats from North Korea. 
the growing Soviet military presence in 
the Far East and increasing protec- 
tionism shown by the economic super- 
powers," Minister of Information and 
Culture Lee Won Hong said recently. 
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casters have been purged from the 
media's ranks or retired against their 
wills. Not all were removed for political 
reasons or by the government — some 
have been accused of corruption and 
venality, others have been fired by their 
publishers — but their sheer numbers 
indicate the magnitude of their sac- 
rifice, 

Their struggle has taken many 
forms, The most dramatic occurred in 
1974, when 142 journalists from Dong- 
A Ilbo and Chosun Ilbo — the two old- 
est daily newspapers in the country — 
launched a free-press movement against 
the government's attempts to block 
stories of dissident activities aimed at 
Park. In 1972 journalists unsuccessfully 
fought against a government decision to 
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gone to prison as | 
and m 








any others have bee! stioned. 
by government officials t their 
— * Tragically, what defeated the Dong- 
© A/Chosun struggle was not just the free- 
© press issue but demand for a trade 
— union. The journalists’ argument was 
` that unless they were organised, they 
could not protect their integrity as jour- 
nalists from their own employers, who 
sometimes fired those they viewed as 
dissident. 

In the event, the demand for a union 
frightened publishers into dismissing all 
of them. They said a union would 
threaten managerial and editorial con- 
trol. The government was only too de- 
lighted to throw its weight behind the 
; publishers. - | 
«Another 


































































































blow to the press fell on the 
















































The mood within the 
-South Korean Govern- 
ment over foreign-media 
reporting is decidedly 
du more relaxed now than it 
| PRE ras under the adminis- 
zn tration of the late prest- 
ent Park Chung Hee, but areas of mis- 
nderstanding still linger, stemming 
om different perceptions of each 
ther's role in the context of the coun- 
; ever present national-security con- 
derations. mE 
1n May 1980, after the imposition of 
rtial law following the assassination 
of Park, a prominent army general star- 
tled a foreign correspondent here by 
sking him if he had sworn a loyalty oath 
to his own country. The general ex- 
pressed surprise on being told by the 
-correspondent that he felt no loyalty ex- 
cept to the job of reporting what he be- 
lieved was the truth. - 
- the episode betrayed the general's 
jgnorance of the foreign correspon- 
-dent's role, it also underlined the stark 
-differences in political attitudes which 
set South Korea apart from those coun- 
tries which permit a relatively free flow 
of information to rest of the world — 
‘including the socialist bloc. In South 
—Korea, the view still prevails that the 
foreign media, whatever their origin, 
essentially represents the interest of 
heir countries. © | 
. Among the handful of South Ko- 
reans and foreigners working for the in- 
ternational media here, the feeling is 
that the current trend is one of gradual 
improvement in government-media re- 
lations. These journalists say that the 
orst pefiod in this relationship peaked 
| urder in late 1979 and that 
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J itiated the 
T ation Plan which left 680 
journalists without jobs. 
Under the plan, 64 newspapers, | 
newsagencies and radio and TV stations | 
were merged into 23 organisations, 
leaving just one newsagency — Yonhap | 
— and only two radio-TV stations to 
serve the entire country: The electronic 
media — the state-run Korea Broad- 













Munhwa Broadcasting Corp. — came 
under almost complete government 
control. Under the plan, only one 
newspaper was allowed in each of the 
country's cities. The argument was that 
urban newspapers without competition 
would make more money. 

Also under the plan, individual own- 
ership of the electronic media was for- 














lave been. 
hun Doo 
Hwan's consolidation of power in the 
early 1980s. — A 

From 1972-82, the government ex- 
pelled three American correspondents |, 


— Elizabeth Pond of The Christian Sci- i 


ence Monitor, John Saar of The Wash- 
ington Post, and Nancy Langston, a 
freelance writer for the REVIEW, the 
BBC and the American Broadcasting 
Co. E i 
Government-foreign media tension 
reached its height in 1976 when the 
American media, based mostly in 
Tokyo, began reporting heavily on al- 
leged human-rights violations against 
dissidents seeking Park’s removal as 
president. The American correspon- 
dents’ focus of attention was justified in 
view of the 40,000 US ground troops 
based in South Korea to help safeguard 
the country from the perceived threat 
from Pyongyang. Park — and to some 
extent Chun — viewed their concern as 
an attempt to impose their version of 
democracy on a country not quite ready 
— culturally or historically — to absorb 
American-style Jeffersonian govern- 
Ment. | 


G iosequentiy: US congressional 
hearings on an alleged briBery scan- 
dal involving South Korean rice dealer 
Tongsun Park and controversial Christ- 
ian proselytising in the US by the South 
Korean-based Unification Church, con- 
vinced Seoul officials that Washington, 
through the US' liberal East Coast 
press, was out to destroy the Park ad- 
ministration. Some senior officials at 
the time asserted that The New York 
Times newspaper was sharply critical of | 
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| B y reducing competition among pro- 


casting System and the semi-official | 
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write or not to write ste 
Yonhap the sole source 
news. ow 






ies, . 
of provincial 


vincial newspapers, the Press 


"Amalgamation plan helped improve the 


industry's overall balance-sheets. Im- 
xoved salaries and benefits for jour- 
nalists since the consolidation has also 
improved the ethical standards of jour- 
nalists who are not so driven by financial 


difficulties that they seek other forms of 


compensation. But sebres of journalists 
were purged: during the consolidation 


process — many for their political 


| Views. 


While the Press Amalgamation plan 
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Park because its Jewish publishes 
sought to punish the president for his 
pro-Arab policy during the oil-price 
crisis of the carly 1970s. E 
Such views reflected a measure of 
Park’s paranoia, and the president s op- 
ponents — including Kim Dae Jung and 


Kim Young Sam — became convinced 
that had it not been for the attentiga the 
foreign media brought to bare oq&their 
opposition. struggle and on huWMan- 
rights issues in South Korea, espedjally 
in the US, the Aen and political 







support of which Ñ critical to Seoul, 
Park's excesses coud have been more 
extreme. 

Major political events after. Park's 
1972 rise to power, such as exiled Kim 
Dae Jung's kidnapping from Tokyo by 
South Korean intelligtnce agents, the 
court-martial of former president Yun 
Po Sun, the death sentences. meted 
out to dissident poet Kim Chi Ha. and 
students; on charges of sul 
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osition of the new Basic Press 
| Article 3. of the law allows the 
minister of information and culture to 
shut down newspapers "repeatedly and 
prominently encouraging or praising 
violence or other illegal acts disturbing 
public. order" through the reports in 
their folumns. 

Although the offending publication 
does get a hearing in court before it can 
be shut down. many regard the proce- 
dure as little more than a formality, The 
provision has been used to restrict. the 
- media's coverage of student demonstra- 
"tions. 

These developfnents occurred against 
a background of increasing friction be- 
tween publishers and journalists over 


what the medias role should be in | 


South Korea's rapidly changing society. 


vangju rioting: ocal journalists humiliated. 
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ere reported mostly by foreign media. 
During the 1980 Kwangju uprising 
the local media first learned of the 
bloody anti-government riots and sup- 
pression by troops through foreign- 
media reports as domestic newspapers 
and the electronic media were not per- 
mitted to report on the event under 
il-law decrees. For days, local 
ists suffered the humiliation of 
i g to follow the event on their inter- 
national newsagency printers or via 
South Korean forggn correspondents 
based in New YorMfor Washington who 
fed back stories Originally filed from 
Seoul or Kwangju. | 
.. This phase of acute confrontation 
. has now passed, but the experiences of 
¿the past decade pave left all three par- 
| concerned — the government, the 
opposition and the foreign media —~ 
pretty shaken. An increasing number of 
"ign. correspondents — more and 




















them full-time rather than part- | 


nt influence through 
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ments of the public and from among 
journalists themselves for ` political 
liberalisation, publishers take a much 
more conservative stance. 

Having suffered Japanese  col- 
onialism, the devastation of the Korean 
War and a tough fight with the late pre- 
sident Syngman Rhee, who had the op- 
position newspaper Kyunghyang Shin- 
mooni closed down in 1959 for criticis- 
ing his leadership, the publishers are 
understandably wary of any political un- 
rest which might lead to more restric- 
tions on their businesses. This at least 
partly explains their timid reactions to 
Park's Revitalising reforms of 1972 and 
Chun's seizure of power in 1980. In each 
case, they published collectively a state- 
ment supporting the extraordinary poli- 
tical moves. 

In their defence, it has been argued 
that the alternative was to face closure 
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time staffers — have recently been 
bringing more eveness and perspective 
to their coverage. 5. 

With more expertise, training and 
experience, the full-time correspon- 
dents are taking greater care not to 
get caught up in the crossfire between 
the government and the opposition, 
both of whom constantly try to manipu- 
late the foreign media for their own pur- 


poses. 
N crctbcless. officials at the Korea 
"NW Overseas Information Service 
(KOIS) — the chief agency overlooking 
the foreign media's activities — com- 
plain about what they perceive as “unba- 
lanced” presentation of facts. “Reading 
stories of student demonstrations gives 
the impression of a government on the 
brink .of collapse,” Lee Chan Yong, 
former director-general of KOIS’ 
foreign press’ section, said. What is 
overlooked, Lee said, is that süch 
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| Occurrence each spring. 


| institutions and [foreign correspr 








| what they view as the "didactic, 











contend, | 
willingly 































buildings and equipment, offer 
ed by cheap credit from the 
ment. 
These factors have militated against | 
the publishers assuming an adversary | 
role to government, Instead, they have 
tended to opt for a collaborative pee” 
lationship with the authorities, though 
recently they have become more sym | 
pathetic to. demands, not only from. | 
among their own ranks of journalists 
but from the general public as wel 
that the media take a more indepen- 
dent look at government and the. po- 
Ted it develops which affect people 
ives, | 


stories should be placed in pro 
spective by mentioning their ritüa 





Other, more hardline officials res 
ot 
"A 








arrogant tone of the white-men's 
dépicting Asia as a bunch of b 
publics seen through their fik 
likes," as one put it. Perhaps b 
their past. colonial experie 
here are even less patient 
media ‘criticism of the Seoul 
ment. - : | 
Minister of Information and Cx 
Lee Won Hong said recently: “Ey 
has taken some 700 years since 
Magna Charta to develop its dem 













































should not] expect us to have the sà 
system.in a few decades." 

The relative tolerance extended & 
the foreign media in recent years dis 


not apply to certain taboo subjects, st 
as the activities of Kim Dae Jung, poli 
tics within the military or direct eriti 
cisms of Chun. In early February, 
copies of REVIEW and Newsweek were ^ 
seized, not so much for what they said. | 
but because they featured Kim on their 
covers. "Ordinary people who see them 
could misinterpret this attention as 
showing his overseas popularity or sup- 
port," one official said in defence of the 
action. | 

This incident served as a reminder 
that the governments tolerance is TOE 
unlimited. And various arms of the law | 
routinely watch over a coterie of active 
correspondents to ensure that they do 
not exceed the threshold. But in or 
trast to several years ago, the shriline 
has disappeared from officials who lam- 
bast stories considered inimical to t 
government's interests. And in rei 
years, foreign correspondents have E 
least been spared having to appear à 
government offices to be read 
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As much as any other tn- 
dustry in South Korea, 
newspapers are a world 


of cut-throat competi- 
tion, where quality is 


PRESS, sometimes sacrificed to 
: uA improve sales. Also 
along the Imes of many other major in- 
dustries, the newspapers are a cartel to 
which entry by newcomers is strictly 
regulated. 
The complaints that readers have 
. about the press also have a familiar ring. 
-: As Yoon Im Sool of the Korea Press In- 
-stitute put it: “They will have to work to 
improve their overall quality instead of 
always thinking about short-term com- 
petitive goals if they are to gain more re- 
spect." More than many other 
people, South Koreans regard 
their press in very political 
terms — a feeling that goes 
back to the days of Japanese 
rule when newspapers were in 
their infancy. As the editor of 
. leading daily explained: 
When they were founded, 
they were crusaders against 
€ Japanese; and still the ulti- 
mate litmus test of a good 
newspaper for Koreans is 
whether it will stand up to 
essure from above." 
Bringing the newspapers 
under more stringent control 
was a top priority of the new 
martial-law government of 
President Chun Doo Hwan in 
1980, and the restructuring 
which took place at that time 
has been vital in giving the. 
press its present character. 
^ One of the government's 
main arguments when it 
brought in its 1980 measures 
was that there were too 
.many unprofitable newspapers 
"making a living through 
payoffs and corruption which 
tended to leave the public mis- 
— informed. The immediate ef- 
fect of these changes has been 
^ much improved profitability, 
. especially in the provinces where a large 
< City such as Pusan, with a population of 
..3.49 million, is served by only one news- 
< paper. 
^ Yoon feels this has made them more 
independent. “As long as they are mak- 
ang profits, they can keep their indepen- 
dence from the government.” Others 
disagree, as the former editor of one 
leading daily put it: "The government 
has bought its influence on the news- 
papers — why should they rock the boat 
when theamone y is so. good?" 
S 1 ewspapers are involved in 
s. The Hankook lbo 
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5x, dailies: big business. i 





runs a travel service and a construction 
company. The Chosun lbo owns a hotel 
in Seoul. The newspapers are promi- 
nent sponsors of events such as concerts 
by foreign orchestras and beauty con- 
tests. As part of the Samsung group, 
Joongang libo is the only newspaper 
with formal ties to a major business 
group. In addition, the newspapers are 






















































active in. South Korea's booming 
around 70% of all the country's 
magazines. 


Some newspapers publish sales fig- 


ures, based on newspapers printed 


rather than on copies sold, but they are 
not taken very seriously. Whatever the 
numbers, few disagree with Yoon, who 


magazine industry — major dailies own | 
i 
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says: "Newspapers are big business, get- | 
ting bigger all the time." Some are pre- 
dicting a downswing in profits this year, 
because of cutbacks on adwertising 
budgets (newspapers depend on adver- | 
tising for 70% of their revenue) by | 
major South Korean companies, due to | 
cash-flow problems and a general | 
bearishness about the economy in many 
companies right now. 


he secrecy surrounding circulation 
figures is mainly a reflection of the 
intense rivalry for readership between 
the different. dailies. Chosun. tibo and 
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tion. "Readers Say ‘the only differences 
between the two are that Chosun is pùb- 
lished in the morning and Dong-A in the 
afternoon, and Dong-A has a prouder 
tradition of standing up to government 
controls. 

With estimated sales around 150,000 
higher than Dong-A, Chosun is the 
country’s most popular daily: circula- 
tion is around 1.25 million. The two 
newspapers are not above mud-slinging 
over each other's past records in an ef- 
fort to attract readers from the other. In 
a recent series of attacks and counter- 
attacks, each tried ło question the 
other's nationalistic creditials during 
the period of Japanese rule, when both 
were founded. 

Many newspapers tend to be domi- 
nated by people from a particular region 
of the country, often that of the owners. 
While Chosun Ilbo has a large numb 
of refugees from the North, Dong-A has | 
a tendency of hiring reporters from 
Cholla province. The strong anti-gov- 
ernment traditions of the southwest 
province of: Cholla have reinforced 
Dong-A's image as the more non-con- 
formist of the two newspapers. ho 

Total*sales growth has been a steady 
5-6% over the pasi few years, and the 
combined sales of the 
21. daily newspapers 
across the country is 
estimated at 8 million 
— roughly 1% per 
household. Competi- 
tion for sales in the 
Seoul area, which ac- 
counts for 55-65% of 
the circulation of. the 
national dailies, | is 
particudesiy fierce. 
Subscriptions make 
up around 90% of 
sales, but read 
complain that all 1... 
often they find news- 
papers they have not asked for on their 
doorsteps. 

The most popular sales technique 
among newspapers is dumping — giving 
people "free" subscriptions, and then 
sending delivery boys around to ask for 
money, often at a discount rate. Reder 
loyalty i is not very marked, according to 
one advertising executive. “Due f 
political controls on their content, 
ple do not think that the newspapers 
have individual dharacteristics," he 
said. a 

Without accurate circulation figures, : 
many in related industries, such as ad- 
vertising, complain that it is hard. to get 
a clear picture of developments in the 
industry. With no obje«tive circulation 
figures, as “another advertising execu- 
tive complained: “We are.in a situation | 
where the weaker media go around beg- 

bi bays strut t arout Nav- 
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Information Lee Won Hong called for - 
objective auditing of circulation, along 
the lines of the Audit Bureau of Circula- 
tions (ABC) system. Reaction from the 
press, as the editor of one leading daily 
said with a smile, “was mixed.” 

Advertisers face other problems |. hi we 
with the newspapers. Newspaper ad- era 
vertising — by contrast to TV advertis- | Mies ESS 
ing —e is a buyers’ market, and the sales etd 
staff in newspapers sometimes resort to irthe 
unusual methods to attract business, 
Advertisers who buy space in one or 
two major dailies are frequently sub- 
jected to a barrage of calls from other 
newspapers; if they do not buy space in 
the other newspapers after several 
weeks’ discussion, they risk damaging 
stories about their company or pro- 
ducts. 
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(o has always been a prob- 

wW lem within the South Korean press, 
dit has been most rampant among the 

| taller, less profitable publications. 
“This was especially the case in the later 
years of the late president Park Chung 
Hee. As one former editor of that time 
remembers: “Park never made a move 
without handing out the chonji [white 
envelopes containing money] to the 
right journalists.” . 

. The relationship between journalists 
and government offices they are cover- 
ing may still be oiled with cash at times, 
but many observers in and outside the | 
press agree that improved profitability 
and better pay for journalists has re- 
duced the problem dramatically. Start- 
ing salaries at newspapers have reached 
rough parity with those in other com- 
mercial firms in recent years. This has 
meant that the newspapers can still look 
to the best of applicants for their new 
reporters — compctition for places in 
the big neWSpüpers among graduates 
runs at around 150 applicants per posi- 

ay qq 
A striking feature of South Korean | rigid control 
“newspapers is their uniformity of ap- Soc or Lee 
pearance and content. Restricted to 12 | —8 4 spreat 

pages by government regulation, they 
follow a consistent pattern of news 
order: domestic political news, then 
foreign coverage and then economic 
news, followed by social and cultural 
majters. The back page is taken up with 
mi&ellaneous local items. Roughly a 
f each page, at the bottom. is ad- 
Kising. The layout of South Korean 
spapers bears the unmistakeable 


mark of change in appe 






Some changeg in appearance are 
slowly beginning‘to show. Increasingly 
horizontal rather than the traditional 
vertical lines are being used, to accom- 

 modate the reading habits of the post- 
| war generation which has been edu- 
“cated to read"horizontally. Headlines 
_ are usually in Chinese characters. while 
the text is almost entirely in hangul (Ko- 
rean phonetic letters), which means a 
word may be written in two different 



















a 1 e old 
ation, 


)ne magazine editor. 

In addition, type has been enlarged, 
while headlines are gradually being re- 
duced in size — according to a 1982 
study, headlines in South Korean news- 
papers take up about twice as much 
space as is the case in Japan, and two or 
three times as much as in English-lan- 
-guage newspapers. Coming alongside 
< these changes in appearance are plans 
| to upgrade technology. The govern- 
ment-owned Seoul Shinmun recently in- 
troduced computerised typsetting, on a 
system bought in Japan, and Yoon ex- 
pects most of the other dailies to follow 
suit within the next five years. 

Keeping up with the changes which 
ve occurred in the country and an in- 
easingly well-educated readership has 
been difficult. Over the years, coverage 
F cultural and social matters has ex- 









































. and in-depth studies of issues 
the economy, such as technol- 













shallow and uniform, but agree 
t the past few vears have shown im- 
rovements, even if the newspapers po- 
litical freedom is frustratingly limit- 




















== South Koreans tend to complain 
. about their press, but at the same time, 
this highly literate nation avidly reads its 
‘newspapers with a characteristically 
Confucian respect for the written word. 
-As one editor reflected: “As Nehru said 
-of India, I love the press, but with great 
dislike in my heart." Asthey continue to 
oy the stability that the government 
given them by restricting entry into 
»usiness, the newspapers are push- 
ig in the direction of more imaginative, 
eeper writing, and a more honest rela- 
























































artners and customers. This process 
is begun — however, 
any other areas 















.— Paul Ensor 





enera whose sight is not good. 
nough to read the rest anyway," joked 


reflec 








on with ádvertisers.and other business | 


areas of the economy in. 
reform, there is along way: 


By Paul Ensor in Seoul | 
" i F P m - — iy 
NEW TV is the main source of 
Wr" outside information . for 
the majority of South 
JJ Koreans. particularly for 
warm those living away from 
HORS the big cities. Surveys in- 
Jw dicate each family here 
owns at least one TV set and more than 
90% of the population watch TV at 





| some point each day. 


These facts have not been lost on the 
government, which owns the country's 
two TV networks — Korea Broadcast- 
ing System (KBS) and Munhwa Broad- 
casting Corp. (MBC). The effect of the 
government's strong role in broadcast- 
ing has been deadening. News coverage 


| strictly reflects government views on all 


issues, and viewers complain that most 
other programmes are unimaginative. 
But while stimulating content may be 
lacking, government financial support 
has made South Korean TV production 
techniques among the most sophisti- 
cated in Asia. 

Control over broadcasting was tight- 
ened in 1980, following President Chun 


Doo Hwan’s ascent to power. At that 


time, two private broadcasting com- 
panies — Tongyang Broadcasting Sys- 
tem, which was owned by the Samsung 
group, and Dong-A, a radio station 
owned by the major daily newspaper of 
the same name — were absorbed by the 
government-owned KBS. The Christian 
Broadcasting System (CBS), which had 
strongly criticised government policy in 
its radio news broadcasts, was forced to 
confine its coverage to religious news by 
the new military regime. o o 





MBC, which had been government- 
owned but independent of KBS, was re- 
quired to sell 65% of its shares to KBS. 
Thus the two TV networks operate 
under centralised authority. KBS has 
three channels and MBC one. Radio 
has been amalgamated into three net- 
works — KBS, MBC and CBS. There 
are few marked differences between the 
style or content of KBS and MBC. KBS, 
with better facilities, tends to have the 
edge in content, except in TV dramas 
where MBC is the acknowleged leader. 

According to Lee Chung Soo, editor 
in chief of KBS' news centre, the cen- 
tralised nature of broadcasting in South 
Korea “presents no problems. What is 
important is reporting what is right and 
true for the Korean people." 


It would appear that TV has also- 


done a good job in reporting what is 
right for the government. Minister of 


Culture and Information Lee Won. 
Hong was elevated to his post after hav- 









ing served as KBS president. His pre- 
decessor, Lee Chin Hi, had been prest- 













| 





dent of MBC before becoming minister. * 


During his tenure at KBS, Lee Won 
Hong gained a réputation as a tough 
manager who played a key role on the 
consolidation. of KBS following the 
changes ordered by Chun in 1980. 
Regarding the aims of KBS news re- 
porting, Lee Chung Soo said: "Security 
and nation-building are our principle 
considerations when’ reporting the 


news, followed by the stability of the 
country. Thus we are always concerned 
to show the bright side of the news." 





would hæve caused instability." CE 
Reflecting its pro-government edito- 
rial policy, the news on KBS and MBC 
usually opens with coverage of Chun 
and then runs reports of officials attend- 
ing meetings and ceremonies such as 
factory openings or visits from foreign 
dignitaries. The main nightly news runs 
for an hour, without competition. — 
Frequently TV reporters and camera 
crews go into the streets to interview the 
public on current events, though many 
viewers complain that the answers aired 
invariably reflect govergment thinking. 
Usually there is a report or feature on 
the South Korean economy. | 





L Chung Seo said about 70% 


news is domestic, with foreign news. 


and pictures coming at the end. KBS has 
10 foreign correspondents. four in the 
US, two each in Japan and Europe and 
one each in Hongkong and Brazil. 

The TV networks’ sophisticated 
technical abilities have impressed some 
foreign observers. "They are real ro- 
fessionals.” said Robert Dietz, theg S- 








based National Broadcastieg "Co. 
bureau chief in Seoul. He added 


“Purely in terms of the numbers of 


| ages being brought together on to the 


screen, their news production is very 
sharp." Dietz recalled that visiting US 
broadcasters “were flabbergasted” 
when KBS crews successfully delivered 
the extensive cóverage of Pope John 
Paul II's 1984 visit here which they had 


promised the US networks. 
C The biggest challenge: 
country's TV networks.i 
1988 Olympics in Seoul. I 
said: *We will be abl 
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filiatio 1€ sense Of al 
among the country’s new middle class 
— have never before been addressed in 
such a provocative manner on TV. The 
sight of wealthy surroundings surprised 
many viewers as dramas are usually set 
among working people. As Jin Pil Ho of 
MBC explained: “It is like no. other 
drama ever broadcast on: [South] Ko- 
rean television, Never before has the | 
life of rich people been portrayed, and 
no drama has ever been so-dazzlingly |. 
glamorous." 1 


“Station and a new building 
visiting foreign TV crew 
> same size as the sprawling 
entral building in Seoul — to be 
‘ted on time for the games. 
Otiations between US TV net- 
works and the Seoul Olympic Organis- 
ig Committee have been slow, and the 
Soutl? Koreans have had to drop their 
earlier hopes of charging US$1 billion 
for US TV rights to the games, partly 
because of resistance to holding major 
events in the morning to suite US eve- 
ning prime time: | 
In addition to current events and a 
large offering of sports coverage, KBS 
and MBC show *^ variety of entertain- 
ment programmes, such as game shows, 
singing hours and dramas. More than 
= any other type of show, the dramas have 
caught the publics ~~ especially 
women's —- imagination. As one secret- 
dn a Seoul airline office estimates: 
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round 30% of the discussion among 























































Eu another popular drama, 
A 8 Poongran, à history of the Yi dynasty 
which ruled Korea for almost 500 years 
until 1910, became the centre of politi- 
cal controversy. One businessman said: 
“I always watch it. The politics in those 
days were just the same as today." The 
authorities became concerned by paral- 
lels which were being drawn in the press 
between one king in the series — who |. 
gained power via the military and then 
pondered the possibility of resigning be- 
fore he died — and the present political 
situation. Rather than taking off the 


. popular series, MBC decided to shorten 
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Korea’s ruling elite. All characters are | 
| based on living political figures in the DEMNM 
|| North, with Kim Jong Il, son and ap- The Hotel with a hot water 
. pointed successor of North Korean Pre- maker in every room, with Tea, —-. 
sident Kim H Sung, taking the role of - Coffee and even Instant Chicken 
the central anti-hero. Kim Il Sung ap- Noodle Soup! All compliments of 
pears as a doddering dictator, continu- the The New Otani Singapore. 
j ally buffeted by the winds of intrigue | F A small thing but it’s special, for 
EDS on around ma. Al the artors the traveller who has just arrived; 
speak in broad northern accents, and E A T son ee 
j while many South Koreans treat the Oe ey MET get 
series as a bit of a joke, it has a loyal fol- up at 4 à m. to do his paper work. 
lowing among older people who es- The New Otani singapore has. 
caped from the North around the time many small yet special things for 
| which has enjoyed ratings averaging | of the war. Another drama deals with you to enjoy. Discover them all. 
| 60%, double the average levels for | life during the Japanese colonial period single Room from approximately 
dramas. The complex storvline traces | in equally black-and-white terms. $$145. 
| 
i 
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the staff in our office during lunch is 
about dramas." 
‘By far the most talked about drama 





sarang wa Chinshil (Love and Truth), 


the differing fortunes of two sisters, and An unusual feature of South Korean Double Room from approximately 
is interlaced with a healthy dose of in- | TV is the presence of the US Armed S$170. | 
` trigue and duplicity. Forces Korea Network (AFKN), which 
| broadcasts to the roughly 40,000 US ser- 
vicemen and their families stationed 
here. This gives South Korean viewers 
living néar US bases access to à fairfy 
standard selection of US dramas, com- 
eU to a top-level pusiness executive in | edies, ngws programmes and a particu- 
one of the coyntry’s big business | larly large offering of sports. 
groups. In the final episode, aired in Officials at KBS and the Korean 
April, one sister goes back to her home | Broadcasting Commission (KBC) re- 
. Village having suddenly left her busi- | gard AFKN as a necessary evil: ^ After 
 nessman husband, vowing never to re- | all, they are defending us from the 
turn. c. x IDEE | | 
, Unlike most South Korean dramas, | KBC putit. According to a KBC viewer 
which clearly distinguish rights from | survey, about 20% of viewers watch 
_ wrongs and good characters from bad d: 
. Ones, Sarang wa Chinshil leaves more 
f judgment of the viewer. Ane 


3% govt tax and 10% service charge. 






On the banks of 

the historic Singapore River 

Hotel New Otani Singapore 

177A River Valley Road 
Singapore O617 

f Tek: 3383333 

Telex: RS 20299 Sinota 





— One às a successful professor 
ried to an architect, the other mar- 













For reservations and information, please conta 

| The New Otani International Sales Offices: tw 
§ the United States (800)421-8795 ‘Toll-Free. 
California (800)252.0197, Toll Free. Hawaii 
(808)923-1555, United Kingdom (01731-4231, 

Japan (03)264-1672. Reservations aregalso 

de through Utell International. Int'l 


available thro 
§ Airlines or Travel Agents throughout 1 
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South Korean magazines: catering for all interests. 








Speciality magazines thrive 
on increased affluence 


The newest darling of 
South Korea's publish- 
ing industry is the thriv- 
ing magazine business. 
TN, wa Scores of weekly and 
PRESS monthly magazines have 

ata appeared throughout the 
country over the past few years to cater 
to a wide variety of interests, spawned 
by South Koreans’ increased qitiuence 
and leisure time. 

The newcomers include 600-page 
current-affairs magazines, a plethora of 
weeklies peddling the latest movie-star 
scandals and speciality publications 
focusing on fishing, golf, tennis, hiking, 
fashion and a host of other topics. 

As in neighbouring Japan, a large 
number of the new magazines are pub- 
lished by a handful of national daily 
newspapers, based in Seoul. Each of six 
such newspapers is putting out one or 
more weeklies or monthlies devoted to 
current affairs, business and economic 
news, or sports. The latest entry, The 
Sports Seoul, published by the govern- 
ment-controlled Seoul Shinmun, is one 
of two sports-entertainment dailies 
licensed by the Ministry of Information 
and Culture. 

The brightest spot in the magazine 
business now is the monthlies specialis- 
ing in general subjects — including liter- 
ary, political and business topics. Circu- 
lation of the monthly Sindong-A, a pub- 
lication of the Dong-A Ilbo newspaper 
group, has achieved a figure of 300,000, 
its staffers say, the highest circulation 
claimed so far by any monthly here. Its 
close rival, the monthly Chosun, pub- 
lished by the Chosun Ilbo group, comes 
next with a circulation in excess of 
200,000, one outside expert estimates. 

In addition, the morning Chosun 
Ilbo publishes a current-affairs weekly, 
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patterned after Time and Newsweek 
magazines, which is growing in influ- 
ence and readership. Other newspapers 
— such as Hankook Ilbo and Joongang 
llbo — put out weeklies specialising in 
entertainment and sports. With their 
weekly circulations running into several 
hundred thousand copies, they generate 
considerable income to supplement 
profits from the daily newspapers. 

By contrast independent magazines 
not backed by daily newspapers have 


difficulty surviving, partly because of 


expensive advertising rates. While 
magazines published by the dailies have 
subsidised access to advertising space in 
their parent newspapers to publicise an 
upcoming issue, the independents must 
purchase space at full cost. 

Interestingly, magazines such as the 
Sindong-A and the Chosun have carved 
market niches for themselves by con- 
centrating on exposes and investigative 
journalism. They deal mostly with poli- 
tical subjects, focusing on the era of the 
late president Park Chung Hee, assassi- 
nated in October 1979. The mystery sur- 
rounding Park's murder by Kim Jae 
Kyu, his secret police chief, has at- 
tracted much interest, though most of 
the stories so far have amounted to a 
regurgitation of previously published 
material, The continuing popularity of 
the subject reflects widespread scepti- 
cism over government accounts of the 
incident issued at the time. 


M ore recent events leading to the rise 
of President Chun Doo Hwan also 
are favourite magazine subjects. For 
example, the July editions of Sindong-A 
and Chosun have run voluminous ac- 
counts of the bloody 1980 Kwangju 
riots, which had been shrouded in 
mystery due to the government's reluc- 
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tance to add anything more to official 
martial-law command communiques on 
the incident. Sindong-A's 31-page docu- 
mentary on the 10-day anti-govern- 
ment riots represented the first such 
attempt to tell what actually happened 
on the basis of eyewitness accounts. 

After the story was published, Yun 
Chae Kol, its author, was hauled in by. 
government authorities for questioning, 
reportedly because he based His aacount 
almost exclusively on claims by 
Kwangju citizens and did not give 
enough space to the government's view. 

"Part of our success owes to stories 
like Kwangju — events which at the 
time of their happening could not be re- 
ported in full because of censorship or 
other reasons," a Sindong-A staffer 
said. 

The same issue which dealt with the 
Kwangju riots features many other top- 
ics previously frowned upon for publica- 
tion — such as opposition leader Kim 
Dae Jung's account of his two-year ex^ 
in the US and a critical portrait on L 
Min Woo, president of the opposition 
New Korea Democratic Party. 

Government agents have expressed 
concern over these stories, fearing their 
impact, but they also tend to think that 
the relaxed manner of magazine presen- 
tation i$ far more preferable to the 
harsher form of aewspaper accounts. 
"We present these stories not as news 
Item but as a piece of recollection or re- 
construction of what happened in the 
past," a magazine staffer said. 

From the readers' point of view these 
stories — presented in a lively, enter- 
taining way — not only fill gaps in their 
understanding of critical events, but 
they also provide grist for conversation, 
especially in rural areas where 
background information on vital politi- 
cal and economic developments in 
Seoul is usually lacking7GIven the tight 
political situation here, the publication 
of such information may serve as 
safety valve for people eager to kne 
the facts. £ 

A question in the minds of many 
readers is how long the current liberali- 
sation will continue. The answer seems 
to be that the government will wink at 
the current trend as long as the 
magazines avoid challenging the gov- 
ernment directly with articles critical of 
incumbent leaders or current polic 

Some of the new publications 
away from political issues an 
focus on business and financial mattgrs, 
in a way comprehensible to gendral 
readers. Despite they recent entry, The 
Economist, published by the Joongang 
Ilbo, and the weekly Maekyong, put out 
by the Maeil Kyongje Shinmun, have es- 
tablished solid reputations for profes- 
sional economic reporting. 

The current strengthand diversity of 
magazine journalism here would indi- 
cate that it is, to the surprise of many, 
beginning to put down roots. 

— Shim Jae Hoon 
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NEW 3-ENGINE PROFIT CENTER: THE MD-11X 


The bottom line—and how to improve net profit- 
is of major concerm to every airline. The flexible, 
fuel-efficient MD-11X is born of just such 
concern. 

Its seat mile costs promise to be substantially 
below those of the 767 and operating costs for 
the MD-11X will be 35% lower than those 
of the 747 while maintaining comparable 
seat mile costs. 

It will have a bigger cargo capacity than either 
aircraft—and, after accommodating passenger 
baggage, will have 57% more cargo capacity 
than the 747. 

To convey the size and capabilities of the 
MD-11X, a comparison with our DC-10-30 may 
help: the MD-11X fuselage will be 22 feet longer; 
it will comfortably welcome 54 more passengers 
(that's 331, mixed class); it will have new high- 


efficiency engines, and its range will be increased 
to over 6,000 nautical miles. 

Much will be new on the flight deck. The flight 
management system, the cathode ray tube dis- 
plays, the digital autopilot—all are state of the art. 
Most important, by automating flight engineer 
functions, the cockpit crew will now be two, 
further reducing operating costs. 

Main cabin interiors have been redesigned as 
well with many passenger-pleasing features. 
Travelers will discover larger storage compart- 
ments throughout plus new overhead bins for 
those seated in the center sections. 

The new MD-11X. It blends advanced tech- 
nology with proven reliability. 


MCDONNELL , 
DOUGLAS 
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ith the large BMWs 
automotive 


technology stepp 
into the future. 


f 


Now, with their 
‘executive’ versions, 
motoring luxury 
travels 

the same route. 


The large BMW 7-Series cars are famous 
all over the world for their unrivalled wealth 
of exceptional qualities. 

Even so, perhaps their most remarkable 
feature is the way in which they so 
successfully realise a highly individual 
and very unusual concept: status through 
progress, instead of status for its own 
sake. 

This completely different attitude towards 
exclusive car production hasn't just 
earned them their reputation as leaders in 
technology, even amongst the very high- 
est class of cars: ithas also led to a new, 
progressive and contemporary apprecia- 
tion of the role of "prestige" cars in 
today’s society. 

Now, this unique concept has been taken 
another decisive step forward with the 
"executive" versions of the 7-Series range. 


The “executive” BMW 7-Series models: 
perhaps the only cars that can allow them- 
selves so much luxury. 

Because they already represent the 
pinnacle of automotive progress. 


At BMW the word exclusive has always 
meant “extra ordinary". Especially from a 
technological point of view. 

And scarcely any other car on the road 

can justify this claim as completely as the 
BMW 7-Series. 

Which we believe is reason enough to 
complement these cars’ unique technolo- 
gical base with the kind of luxurious interior 
you'd normally only associate with a very 
few, very expensive, one-off customised 
limousines. 

The new "executive" fittings combine high 
quality materials, like the finest buffalo 
hide and precious seasoned woods, with 

a dedication to the highest standards of 
hand-worked craftsmanship that’s obvious 
in the smallest detail. 

The net result is a level of motoring refine- 
ment which can only be described as 
truly “extraordinary”, even when judged 
against the most critical criteria. 


BMW “executive” luxury: created for 
people who want to drive the best of both 
worlds — unrivalled technology plus 
luxury in the grand manner. 


True exclusivity has always been marked 
by a sense of restraint and dignity. 
Equally, intelligence rarely goes hand in 
hand with affectation. 


Those are two more reasons why the 
"executive" BMWs are such typical BMW 
solutions: as little as possible on the out- 
side, but inside much more than the usual. 
The ideal balance between classical and 
progressive exclusivity. In short, 

the contemporary way to travel first class. 
The "executive" BMWs. Cars created for 
that same small, exclusive group of people 
who make up the world's most discerning 
drivers. And who can afford themselves 
the rare luxury of the understatement in its 
most emphatic form. 

People who, therefore, are playing their 
part in giving luxury motoring a com- 
pletely new meaning and relevance. 

The “executive” 7-Series BMWs offer a 
sum of unique, high quality features which 
can hardly be described in detail here. 
Their flair for the exceptional has to be ex- 
perienced to be believed. 


So why not have a quiet word with your 
BMW dealer in the very near future or, at 
the very least, contact your relevant BMW 
dealer for further information? 


Model and equipment availability in the BMW inter- 
national range may vary from country to country 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
Tel.: 3-7145271 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 326939 


Korea: Kolon International Corp., Seoul, Tel.: 7764 260 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/418555 


Philippines: Hahn Manila, Manila, Tel. 7412808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153 101 


Thailand: Continental Auto Centre Co., Ltd., Bangkok. 
Tel.: 214-2521 








When the Norwegian Telecommunications Administration wanted t: 
modernize the country's phone amen they looked ahead to the kind: ol 
system they ll need in the 
future. 

[hey saw that any system 
they install now would have to 
easily take on new features 
when new technology comes 
along. Without disturbing the 

a architecture of the system 
ma Which is why the pro- 
gressive Norwegians saw 
the need for over a half- 
million equivalent lines of 
ITT System 12” 

In an open competition, 
system 12 was Norway's 
choice over international com- 

ITT System 12 is everything Norway = 9? ^€5 like L.M. Ericsson 
wants in a digital phone system today. CIT Alcatel, Northern Telecom 
And tomorrow. and NEC. 
Because System 12 is the 
one fully digital switching network with the flexibility—in its capacity 
and eperation—to help Norway's telecommunications grow well into the 
next century. 

How? 

With fully distributed control, a patented feature of System 12. 

l It controls voice and data traffic, simultaneously, with many individual 
microprocessors, instead of a central computer. And handles both with 
equal ease. 

So the system expands simply and economically. For more lines or 
more services. 

System 12's unique digital switch is a product of $875 million in 
research and development by ITT engineers worldwide. 

This contract makes Norway one of 21 countries that have ordered 
oystem 12. 

When you consider all that System 12 will do for Norway's telecommu- 
nications today, imagine what it will do years from now. 








LE RAFFINEMENT: 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 


At over 40 Meridien hotels 
around the world you can 
experience what we proudly call 
Le Raffinement. 
ASIA/PACIFIC: Hong Kong, 


Hong Kong/ Airport, Singapore, 


Changi/ Singapore, Tokyo and 
Colombo. 


THE AMERICAS/CANADA: 


New York. Boston, Houston, 
Los Angeles / Newport Beach, 


For reservations, contact your travel agent or phone: 


San Francisco, New ae 
Montreal, Rio, Guadeloupe, 
Bahia and Martinique. 


FUROPE/MIDDLE EAST: 





Paris, Lyon, Tours, Abu Dhabi, 


Athens, Milan, Porto, Lisbon, A 


Tunis, Lattakia, Palmyra, Nice, 
Damascus, Al Khobar/Dhahran, 


Cairo, Baghdad, Mohammedia, 
Jeddah, Sharjah , Kuwait and 
Khartoum. 


AFRICA: Brazzaville, Douala, 
Gisenyi, Kigali, Luanda, Dakar, 
Port Gentil, Mauritius and 
Reunion. i 
You can also look forward to 
experiencing Le Raffinement in 
Vancouver, Delhi, Taipei, 
Aleppo and Cairo/ Heliopolis. . 


Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 


008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 234-7877, Manila 815-4946, Seoul 
75548945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 485-738. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 













press from Chinese party General Sec- 
retary Hu Yaobang recently. “We 


socialist society is bright and at the same 
time thofe is a seamy side of things. We 
do nee“depy the existence of the seamy 
side,t*but it is a non-essential side of 
aings in a socialist society. In a large 
country like ours, it would be very easy 
for someone to collect 100 scandals each 
day and publish them in the newspapers 
.. . The newspaper would show a 
thoroughly dark picture of our country. 
Each of the stories may be true, [but 
they would not] répresent the entire scene 
- of life in socialist China." Right on! 
|| € A DIPLOMATIC “deep throat" in 
Peking sends me the text of a note distri- 
ES buted by the Albanian Embassy in 
. June, recording a protest made by AI- 
¿ania to its neighbour Yugoslavia, 


fection) of two athletes. It is worth re- 








‘ding in full: | 





i . Yugoslav embassy in Tirana through 


May 28, 1985 at about 7.00 hrs in the 
morning in Titograg there wére disap- 
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av territory, in the Belgrade- 
ograd-Han i Hotit itinerary. 
_ The man in charge of the Albanian 
< team asked for aid from the police au- 
_ thorities of the city of Titograd for the 
ppearance of the two sportsmen. 
terfilhe this question the Albanian 
in Belgrade has repeatedly ad- 
itself to the Federative Sec- 
: for the Foreign Affairs of 
—Agoslavia on May 28,29 and 30,1985. 
Likewise, the ministry of Foreign Af- 
fairs of the People's Socialist Republic 
of Albania through the note addressed 
to the Yugoslav embassy in Tirana 
asked the Federative Secretariat for the 
Foreign Affairs óf Yugoslavia that 
through the competent organs to in- 
quire infothe matter what has occurred 
to thewo said sportsmen and adopt the 
= necessaf'y measures that they return im- 
.. mediately to Albania. 
... Although nearly three days have 
gone by from the announcement on the 
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_ disappearance of the two Albanian citi- 
“zens in the Yugoslav territory and de- 
spite the repeated requests the Yugos- 

. lav side has not yet given explanation on 
— their luck. 
The disappearance in Titograd of 
the . ian sportsmen, Aleksander 
ondo and Xhelal Sukniqwi, provided 

th re Yugoslav visa as well as the 
ge silence of the Yugoslav au- 













| SOME very sensible words on the 


BI hold,” said Hu, “that the mainstream of 


f vout the "disappearance" (actually de- 


As it has been made known to the 


| the Note No.722 dated May 29, 1985, on. 


_ suddenly the two Albanian. 


al Sukniqi, who had taken part in 
European weightlifting champion- _ 
n Poland and while returning to 
ia were in transit through the 





about their lives. 

The situation arisen on the two Alba- 
nian sportsmen cannot fail one to jump 
at the conclusion that we have to do with 
a grave political act perpetrated by set 
forces, which want to harm the Alba- 
nian- Yugoslav relations. 

The Yugoslav authorities are fully 
responsible for what was said above. 
Formulating its energeic protest, the 
ministry of Foreign Affairs demands the 
guarantee of the lives of the two Alba- 
nian sportsmen and their immediate re- 
turn to Albania. 9 


€ SOMETHING very peculiar has 
been occurring on the Tibetan side of 
Mount Everest. According to a recent 
Reuter dispatch from Anthony Barker, 
villagers living in Zhangmu, on the 
Tibet-Nepal border, have not spotted a 
yeti or “abominable snowman” for gen- 
erations, though a local trade official 
Guo Shenbao believed that one was 
spotted back in the 1950s by patrolling 
units of the People's Liberation Army. 
Guo's story went like this: *A guard 
spotted a figure with long head-hair al- 
ternately walking and crouching as it 
stealthily approached his post. He as- 
sumed it was one of the prostitutes who 
used to sneak in from Nepal to satisfy 
the desires of frontier residents and 
dropped his rifle to try and arrest her. 


He seized her in the darkness, feeling 


what seemed to be a fur coat and drag- 


ged her towards the guard house. But 


she broke away down a steep gorge 
which no human could have scaled. Her 
footprints, found in the morning, were 
not those of a human." : 

The reactions of the Kathmandu au- 
thorities were not recorded, but they 
cannot have been pleased that à 
Chinese soldier mistook an abominable 
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thorities, have aroused a great concern 
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* EARLIER this year, E 
two hurricanes, Eric and Nigel (1« 
ways against giving men's nam 
tropical storms, and some of the ¢ 
sclected seem rather inappr 
Dennis Fowler sends this phot 
the damage caused by Eric 
Thurston Botanical Gardens on Suva 















































































right rea 
ing of flowers and uprooting « 
strictly prohibited," and is 
order of the Suva Town Council. 
ously, Eric couldn't read — 
a nice illustration of nature's 
spect for bureaucracy. 

€ A VISITOR to Suva on board : 
ship earlier this year, Alec Shaw 
merly of Hongkong, now living i 
tralia), photographed a puzzling : 
on the dock ide | 
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He was never able to fin 
had been stuffed in the first 
what the workmen were supposed to 
unstuffing. Can any reader clarify ma 
ters? NM 
e LIFE on the islands of the Pacific 
its own charming pace: sometimes 
easy to forget what day of the week 
That apparently applies to the edit: 
Guam's Pacific Daily News which o 
March this year greeted its front 


readers with a cheery salutation: 


QUAM MARCH Um E 
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Trouble was, 12 March was a Tues- 
day, even in Guam. M 
e FINALLY, an Halian-made cleansing 
spray purchased by loseph Yu, which 
appears to adapt to both booze and pot: 
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ib henna Wa rare luti tiam rper eR SCAM rero t b P NP! i p etenim nove ts tai ASIA, 


1 it washes and wipes off | 
| glasses and other smooth | 
| surfaces, with spray. 

| The container that can b 


3 







| taket to pieces perm 
| filling with water, with e 
tual joint of alcohol or ether 

| liquids for glasses. : 














.By John McBeth in San Ro Changan 
Fe Rattanakiri and Preah Vihear 
B provinces in the north and northeast 
to Pursat in the west, tens of thousands 
of Cambodians are being pressed into 
“national defence work" | — a 
euphemism for an ambitious Vietnam- 
ese plan to seal the Thai border and cut 
off supply and infiltration corridors for 
Khmer resistance fighters operating in 
the interior. Res a É 
-s Diplomats, who have confirmed the 
reports, have been unable to give any 
firm estimate for exactly how many peo- 
je have been conscripted into forced 
labour gangs, but a doctor who recently 
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defected from Phnom Penh claims each 
of Cambodia's provinces is committed 
| supplying up to 25-30,000 workers 
over an unspecified period of time to 
build and repair access roads, clear 
ngle; lay minefields, and construct 
borate anti-infiltration Darriers along 
e malaria-infested frontier. Con- 
ripts range in age from 18-45 and there 
general agreement that quotas have 
en established for each district, rang- 
g as high as 3,000. | 

Although work is going on irr all the 
rder provinces, the heaviest labour 













'ar and in the western areas of Pur- 










ai territory. Large nu. 
have been struck down. by 
| Phnom Penh-based aid pe 
rin Kompong Chhnang alone 6,000 
ople are suffering from a virulent 
orm of malaria. | 

- Most analysts feel it is impossible to 
seal the 500 miles of frontier and 
Chinese sources say Khmer Rouge 
transportation columns, carrying am- 
munition and food, are having no prob- 
lems penetrating the interior and sup- 
plying guerillas operating around the 
Tonle Sap lake and as close to 10 miles 
from Phnom Penh. Peking TV is expect- 
ed shortly to release film shot by 
Chinese cameramen who spent several 
‘months in the Cambodian hinterland 
vith the communist resistance. 

-In an interview at this refugee evacu- 
tion site, the former deputy director of 
'hnom Penh's 500-bed Kampuchean- 
oviet Friendship Hospital, So Saren, 
aid the forced labour programme was 
nitiated in March 1984 under the super- 
sion of a committee headed by 
yreign Minister Hun Sen and compris- 
g a senior Vietnamese adviser and 
ce-ministers from each of the minis- 
ries in tl Hanoi-backed Heng San 
ernment. hor. MT 
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-and Battambang et- 
mese are seeking to im logistic 
es to military strongpoints close to 


am- ected : HEAT RE 
| and communications facilities in the 





He said the first conscripts were 
mainly from frontier areas, many of 
whom were put to work clearing brush 
and upgrading roads on the western 
fringes of Phnom Malai, the then 
Khmer Rouge stronghold, and also 
further north at the approaches to the 
three Khmer People's National Libera- 
tion Front (KPNLF) camps. It was this 
that first alerted analysts to the planned 
scope of the last dry season offensive 
when Vietnamese troops rolled over a 
succession of resistance encampments 
(REVIEW, 6 Dec. '84). 

Extensions were also made to a sys- 
tem of mine-seeded trenchworks and 
barbed wire entanglements running 
parallel with the border from north of 
the KPNLF's former Ampil stronghold 
to a point east of Phnom Malai. Begun 
about two years ago, the barricade is de- 


signed to restrict the movement of | 


guerillas and Cambodian civilians alike. 
Another early project appears to have 
been the upgrading of the road linking 
Kompong Thom and Preah Vihear to 


facilitate the movement of military - 


supplies. S 

So claims that after the job was com- 
pleted, families in Preah Vihear were 
relocated along both sides of the road — 
a tactic also employed by the French 


during colonial days to guarantee that | 


guerilla attacks on the road would in- 
volve the civilian population and either 
discourage them or help alienate the 
people from the guerillas. 

The same relocation strategy also 


seems to have been applied to Highway 
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The sound and fury 


Khmer Rouge need drama to restore their battered image 


By Pau! Quinn-Judge in Bangkok 


T Khmer Rouge have fold their 


allies that they plan to launch attacks 
in the area of Phnom Penh in the near 
future. In the past Khmer Rouge pre- 
dictions have not always been followed 
by action. This year, however, all three 
members of the Democratic Kam- 
puchea coalition government are under 


pressure from Asean to pull off what. 


one senior coalition official calls a coup 
d'eclat — a spectacular military action 
that would réstore faith in the coalition 
government, 7 P 


The proposed attacks will take the | 


form of sabotage and small-team opera- - 


Li 


tions directed against military targets 
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Thai 


SME OF: 
x River on the western border; 
intelligence. sources say about 
10,000 workers were brought in to Im- 
prove the road and also to clear jungle. 
sometimes up to 500 m on either side. 
Sources close to the Khmer Rouge say 
concentrations of people haWe been 
forced to resettle along the higjwwsand 
that resistance columns have reperted 
finding a large number of abandoned, 
villages in the area. i 




















S ources say that the four waves of la- 
bour conscripts sent to.the border so 
far (the last was in April) have returned 
after about three or four months. But 
diplomatic sources are unable to con- 
firm So’s claims that when the third 
phase of the programme begins, future 
“volunteers” will receive basic military 
training and be forced to remain perma- | 
nently in frontier areas while théir | 
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ment j 
the rGasorfwhy he, his wife and six child- 
ren fled, So replied: “Vietnam has set 
up a programme to kill the Cambodian 
people.” 

. These same fears were voiced in the 
communique released by Asean foreign 
ministers at the conclusion of their an- 
nual meeting in Kuala Lumpur on 9 





July. The ministers noted with concern - 


the practice of compelling civilians to 
| work in war zones, which had led to 
.numerous casualties, and said they 
shared “the serious apprehension of the 
:Kampuchean people about the dangers 


ica 












ntly been unable to penetrate the cap- : 


ital's defences. At least one recent gre- 
nade attack on a Phnom Penh market 
has been attributed by residents to 
another serious war-related problem: 


marauding gangs of maimed Cambo- 


dian war veterans. ‘ 

The Khmer Rouge commanders said 
to be planning the attack are Ta Mok, 
Khmer Rouge chief of general staff, and 
Ke Pauk, currently the deputy to Son 
Sen, Khmer Rouge defence minister 
and commander for northeastern Cam- 
` bodia. Khe Muth, Ta Mok's son-in-law 

and second-in-command, told a visitor 
earlier this year that he had recently 


travelled to within 30 km of Phnom | 


- Penh. Ke Pauk's men are said to be 


. operating around the same distance 


from the capital. The Khmer Rouge 


| claim to have bases in the area of 


: Ondone.. the former royal. capital 
some 30 km northwest of Phnom Penh. 
varlier this year Oudong was re- 






is a genuine fear. Explaining 






à Moscow hospital last D 





tions being taken. 





the border to take care of wounded and 
sick workers. The same requirement 
also applies to poorly staffed provincial 
hospitals, according to other REVIEW 
sources. Disease is apparently so ram- 
pant that many of the medical workers 
themselves go down with malaria, 
hepatitis and viralinfections and are un- 
able to work for weeks after their return 
— a serious problem in a country al- 
ready desperately short of trained sur- 
geons and general practitioners. 

The death rate among the labour 
conscripts is unknown, but diplomatic 
sources say many are wounded by mines 
and the Khmer Rouge have been known 
to open fire on the workers in western 


| border areas to scatter them and en- 
courage 


mass  desertions. Medical 
supplies are also reported to be.in- 
adequate to deal with the sick, the bulk 
of whom contract 
other complaints. 


. So claimed opposition to the: 
programme is muted but widesp 








ing con- 
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There are other reports of Ta Mok's 
men operating in areas fairly close to 
Phnom Penh. 

One indication that the Heng Samrin 
regime is concerned to prevent a de- 
terioration.of security in the capital was 
the announcement on 29 July by Radio 
Phnom Penh of the seftingup ofa “Peo- 
ples Defence Force.” Phnom Penh’s 
police chief Khim Pon said that the ngw 
force, gathered from “offices, factories, 
and the general masses” would join with 
the army to patrol roads and communi- 
cations and guard entries and exits 
to the city “in order to contribute to the 
safety of important party and state 
targets." — are 

The Khmer Rouge promptly de- 


clared the announcement tantamount 
to placing Phnom Penh under a “state 


city indicate no special security pre 


malaria. on top of | 


Western aid workers and other inde- | 
pendent sources confirm what they say J 


» make up the workforce | 


portedly attacked by the Khmer Rouge. 






























































advance booking for future 
available flats is welcome 

























property agents: . * 
GARDEN MANAGEMENT LTO: 
Tel no. 524931! HONG KONG 































By Robert Manning in Washington 


n escalating war of nerves between 
"A Washington and Wellington and 
growing anti-nuclear sentiment in the 
South Pacific have American officials 
concerned about US interests in the re- 
gion and the prospects for survival of 
the Anzus defence arrangement be- 
tween Australia, New Zealand and the 
US. 9 
^. Since the Labour government of 
"Prime Minister David Lange rejected 
the US request for a February port visit 
_by the warship USS Buchanan, Anzus 
has been transformed into a de facto 
srouping of two parallel bilateral al- 
ances.. This is admitted by officials of 
| three pact partners. US Under-Sec- 
tary of State Michael Armacost said 
n 29 July that "the framework for a 
ilateral alliance remains intact, but the 
lateral cooperation between ourselves 
] the New Zealanders is temporarily 
abevance." | 
Instead, Anzus has become a dual al- 
fice between the US and Australia, 
d Australia and New Zealand. A 
ior Pentagon official told the 
VIEW that “US military cooperation 
h Wellington has been substantially 
tailed.” And a New Zealand dip- 
iat complained that "the US now has 
s bilateral defence cooperation with 
than it has with some communist 
untries." | 
The source of the. dispute is Wel- 
gton’s refusal to accept the long- 
nding US policy of neither confirm- 
v nor denying whether US ships are 
tying nuclear weapons. This am- 
uity has been accepted by Japan 
nd by some Nordic countries in 
Europe. 
—New Zealand is banning all nuclear- 
owered or nuclear-armed ships. But 
according to US Navy officials, some 
7595. of the 539 operational ships in the 
US Navy are either nuclear-powered or 
nuclear-capable. In a recent speech, 
Secretary of State George Shultz said 
that by rejecting the Buchanan visit, 
Lange “also decided, in effect, that the 
asic operational elements of the Anzus 
reaty would not apply to it.” 
US officials were angered by an arti- 
le Lange published in the current issue 
f the prestigious US journal Foreign 
Affairs. Several US officials described 
'disingenuous" Lange’s contention 
the article that “Anzus is not a nu- 
r alliance." A disgruntled State De- 
iment official told the REVIEW: 
ere's no way if you're in an alliance 































































































banning ships." 






leanse wourself by. 
S bip 





The Anzus defence pact now exists in name only 









ra nuclear power that vou're going. 






the tough stance of the administra- 
tion of President Reagan towards 
Wellington's anti-nuclear policies, even 
among activist liberal Democrats such 


as Sen. Edward Kennedy and the House 


of Representatives" Asia sub-committee 
chairman Stephen Solarz. ! 

In March, Solarz prepared legisla- 
tion to formally end the US security re- 


. lationship with New Zealand, but due 


largely to administration opposition to 
such a move, this has not been pursued. 
The Reagan administration still feels 
formal cancellation of security ties with 


New Zealand is too drastic a step at this 


time and seeks to keep the door open to 
accommodation. 


The Lange government's decision to | 


introduce anti-nuclear legislation later 












this year, however, has heightened 
Washington-Wellington tensions. Ar- 
macost explained recently that if such 
draft legislation became law. in New 
Zealand, the US would have to look at a 
number of options including "whether 


or not there 1s any further basis for re-. 


taining the alliance." Another prospect 
mentioned recently by Armacost would 


be to "re-negotiate a new treaty ar- . 


rangement" or, he said, ^perhaps there 
are other ways the legal eagles in our re- 
spective governments can define for 


 transmuting a trilateral alliance into a- 
. bilateral alliance." È 


S officials hope that a formula for 


M the resumption of normal port ac- 
cess can be worked out and that New — 
: Zealand will.n 





main, 







as a US official 





ER | Anus in mind, a 





legis 
ed. : à 

"Diplomatic sources here told the 
REVIEW that moderate language, such 
as was employed in the just-approved 
South Pacific Nuclear-Free\ Zone 
(SPNFZ) accord, might offer a wi out. 
A Pentagon official said: "Cleverly 
drafted legislation could be a problem- 
solver." ; 

But few US officials are very op- 
timistic because they feel, as a Pentagon 
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growth of 













through a fist 
ment, -along 
SPNFZ accor 


drafted with the 






an endorsement of New. 


Zealand's policies, nor > 
does it exclude US nava 
activity.” E 


The treaty bans the sta- 

| . tioning or testing of nü- 
clear weapons in the zone, the dumping 
of nuclear waste, and the manufacture 
or acquisition of a nuclear explosive de- 
vice. But it allows the'transit of nuclear- 
powered or. nuclear-armed ^ ships 
through the zone and leaves itto indi- 
vidual countries to decide on por™yisits 
by such ships. The five nuclear Bowers 
are being asked to sign protocols acced- 
ing to the accord. US officials say that it 
is not the language of the accord which 
troubles them but, in.the. words of a 
State Department official, "equally or 
more. important is the political..con- 
text." But-a senior Pentagon official 
told the REVIEW: “Our overall strate- 
gic interests would probably be best 

























































"An Introduction fo the L: law of Landlord aiid 


_ Tenant i in Hong Kong: 





pt. ws approx 350 pages softcover HK $175.00/$$50.00 


hisi book deals with both the common law and statutory law of leases. The 
book is in two sections: section 1 contains twelve chapters on the general law 
and section 2 contains eight chapters on the rent control and security of tenure 
"provisions of the Landlord and Tenant (Consolidation) Ordinance. : 
Malcolm Merry, who is a lecturer in law at the University of Hong Kong. and a 
practising barrister, has written the book as an introduction to this complex 
area of law for students, young lawyers and all those with an interest in 
landlord and tenant matters. More than 200 reported and unreported Hong 
“Kong decisions are referred to. 


The book descrilfes the law at the beginning of April 1985, although late 

- changes to the next have enabled the minor amendments to the Landlord and 
Tenant (Consolidation) Ordinance enacted in mid — 1985 to be reflected in 
Section 2, 


-LAW OF INTELECTUAL AND INDUSTRIAL 


PROPERTY IN HONG KONG: 
m ‘Michael D. Pendleton 
; 595 pages softcover S$110.00/HK$300.00 


This is the first book to deal with Hong Kong's Intellectual Property Law or, 
for that matter, any aspect of those laws. 


. The text deals with passing off, registered trademarks, trade descriptions 
legislation, copyright, patents, registered designs, trade secrets and . 

i remedies. A feature of Hong Kong intellectual property law is the. duality of Civil - 
‘and criminal remedies. This feature is fully exploredinithe text. > 


`The book is directed at a practitonegas well as a student readership. The 
+ book may also be of igterest to those concerned with the commercial and 
1. irade development of Hong Kong. 


` EXCLUDING LIABILITY 
|. N.Y.Chin 


: 1985 228pages hardcover S$75.00/M$85.00 
‘What practising lawyer has not encountered the party who seeks te exclude 
a under some intended. contract by an exemption clause — or the other — 
. party smarting from the effects of such aclause?, —— v 
“The author traces the developments from the conflicts between the strict 
: PO DNE and the adjustment principle; through early. differentiation of ^ 
<: performance-related risks; competing theories and solutions; up to the arious 
rules of construction" of the different law lords in Suisse Atlantique; and then 
“onto Photo Production Ltd v Securicor Transport Ltd. - 
“The book also discusses the most recent developments, the. concept oh. 
js ableness and the Doctrine of unconscionability as it has-been, |. 
“interpreted and applied i in English and Australian Courts (cw 


-/ VsALE AND PURCHASE OF RE. L PROPERTY 
"IN MALAYSIA: | 


_ Professor Dato Visu Sinnadurai ; | 
“Reprint 1985. 554: pages hardcover $$90.00/M$100.00 


. This beautifully t bound book contains a wealth of well-researched information 
‘onan important subject that will benefit lawyers, real estate agents, valuers, 
 iinvestors, bankers, finance companies & property owners. 3 
`. The main subjects discussed are: SP 
. Conveyancing law,& practice * Covers various stages of a sales transaction 
* Formation of a contract for the sale of land * Parties to the contract — 
Tille to land * Position & fights of the parties pending registration * Damages 
ifi Protection of the purchaser's interest by caveat: 


NGAPORE TAXATION: 
SY POK ANDDAMIAN HONG 
Sept 1985 Approx 620 pages softcover Aprox S$85.00/M$95. 00 


| 
| 
j 
| 
| 
This book provides" a concise summary ol the law and practise ges to | 
income taxation in Singapore. It has been written with general t | 
practitioners, lawyers, aceountants and > laymen i in mind. | | 
| 
| 
i 
i 
! 
i 
i 
i 
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The principles and concepts: peculiar to revenue law and their practical 
applications are clearly and concisely laid out. Singapore Taxation will be 
essential reading for anyone requiring guidance on practical applications of 
.. thg Income Tax Act and the: Economic aig iocans (ole jii 

. Income Tax) J ipud 






















. — property tax surcharge, „exemptions; concessions and refunds availatie 


_ international finance will find this collection of papers essential reading. 


CONSTRUCTION JOINT VENTURES IN 


7 Chow Kok Fong 


business adviser of a construction or. pei a con cel " 


.. *. détermine the role of each of the parties in the decision making 





PROPERTY TAX IN SINGAPORE: 
Leung Yew Kwong 









Sept. 1985 approx 200 pages Price on application 

If you are a property owner, real estate agent, property management 
executives, accountants, lawyers and students of Real Estate Course 
Property Tax in: Singapore should interest you. 

This is a guide on the workings of the property tax in Singapore. It 
discusses: — 

—tChargeability of properties 









under the system 
— rights and obligations of the property owner 
~~ review of case law 


CURRENT ISSUES OF INTERNATIONAL 
FINANCIAL LAW: 


Chief Editor: David G Pierce,Co-- Editors. Helena HM Chan, 
Frederick E Lacroix, and Philip N Pillai, 
July 1985 Approx 507 pages Hard cover 8$135.060/M$ 150.00 









The emphasis of this collection of papers is on practical dimensions and 
topical issues in selected areas of international Biriance, The book 
represents a unique blend of international and regional threads; highly 
specialised international speakers are combined with Asian authorities to 
provide a unique perspective on international finance in general and Asian 
finance in particular. Bankers, financiers, economists and anyone involved i 



















































Topics covered include: — 


Syndicated Loans 
Changing Structure of the International Banking Industry 
. Sovereign Risks 
Bond issues 
The Asian Dollar Securities Market 
. United States Government Regulation of International Lending by 
American Banks 


"99999 


SINGAPORE: 


1985 322 aaa hard cover ee n 






e ‘evaluate the case for entering into a joint venture ina. particular. 
"situation and: the choice of prospective joint venture partners; 
e decide on the choice of the legal form and operational structure to be 
adopted for the. prospective joint venture; 


functions of the joint venture entity; 

* planand conduct the negotiation proceedings leading to the execution 
of the joint venture agreement: 

€ ensure that the eventual joint venture agreement contains appropriate 
provisions relating to minority protection and dealings which affect 
joint venture interests. 
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To: Butterworth & Co (Asia) Pte Ltd 
Crawford P O Box 770, Singapore 9119 
Tel: 2969898 Tix: RS 38495 BGASIA 


| wish to purchase the following title(s}: - 
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‘first’ for the Review, this Focus on Asia's Travel Trade 
is not a destination guide but a detailed analysis of the entire 
tourism industry in Asia and its place in the national - 
economies of the Region. 


The Focus to be publishe 
September 1985, will examine every aspect of tourism from 
the airline industry right through to the lucrative convention _ 
and conference business, the rapidly developing incentive 
travel and exhibition industries. Focus will also look at what 
each country is doing to improve facilities to maximise 
revenue. uu | E NE 


As the world's premier publication on Asian affairs 
Far Eastern Economic Review's audience represents. 


highest concentration of Asia's decision-makers in business, 


banking, government and the professions. Research shows. 
that an advertisement in the Review is the most cost effective 
means of reaching Asia'selite ma : t 


this is even more true in a Focus issue. 


Mss 


hould your company or clients go aa aaa 
wish to take advantage of nmm uc Bum 
advertising in this important issue, 
or need any further information, 
lease contact: 
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Ms Elaine Goodwin 
b zeneral Sales Manager 
C ‘ar Eastern Economic Review 
P PO Box 160 
o ong Kong 
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| By Hamish McDonald in Sydney. l 
Australian Prime Minister Bob Hawke 
"$ got a “consensus” endorsement from 





fellow Youth Pacific Forum leaders for a 
regioefal nuclear-free zone treaty at the 


end €f their latest meeting in the Cook 
lands on 4-6 August. 
.The leaders of eight countries — 
Australia, New Zealand, Fiji, the Cook 
Islands, Niue, Kiribati, Tuvalu and 


through their constitutional channels. 
The three Melanesian states of 
Papua New Guinea. Solomon Islands 
and Vanuatu also joined the consensus 
declaration (REVIEW 15, Aug). But 
«while, prime ministers Michael Somare 
— f Papua New Guinea and Sir Peter 
m,..enilorea of the Solomons indicated 
their countries would also sign up even- 
tually, Vanuatu Prime Minister Walter 
Lini broke ranks at this point, saying 
Vanuatu would not join the treaty. 
which he said did not go far enough. 
The treaty has likewise been 
ridiculed by. anti-nuclear moyements in 
Australia as essentimlly toothless, in that 
by allowing free naval transit and leav- 
ing the question of port calls to indi- 
vidual states, it presents no obstacle to 
any foreseeable military activities of the 
only superpower active in the region, 






the US, and could be ignored by France 


as it affects testing at Mururoa Atoll. 
Australia’s conservative opposition 


had tendtd to dismiss the treaty as 


worth no more than the “nuclear-free 
zone" various Left-controlled muni- 






cipalitigs, have erected around Syd- 
ngySuburbs. However, foreign affairs 







Apokesman John Spender — son of the 
~  950s foreign minister Sir Percy Spen- 
: er, who engineered the Anzus treaty 
“said Hawke had now. excluded the 
option of basing US warships in Austra- 
lia. Should the US sign protocols to the 
treaty, at would also commit itself 
against keeping nuclear. weapons at 
Pago Pago in its Samoan territory. 

Basing US Navy ships in ports such 
as the Cockburn Sound naval base near 
Perth 44a occasionally been suggested 
as arf alternative to Subic Bay should the 
US leave the Philippines. The Labor 
Party government has ruled out giving a 
base to US.ships' in. any case, and the 
treaty hàs produced a golden opportu- 
nity for Hawke'to steal some thunder 
from the vocal anti-nuclear lobby in the 
Left and céntre of his party. Diplomati- 
cally, it will be an chia E if he 
cannot get the US to sign tl 





ign the protocols 
against basing, use and testing of nu- 
clear weapons in the South Pacific — 
y if, as seems quite likely, both 












Jnion accede. 





Western Samoa — signed the Austra- |- 
lian-made draft on the spot. Tonga. and. 
Nauru are expected to follow suit 
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PLA; Deng: conversion to soldier-technocrais. 
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By David Bonavia in Hongkong 

Ag ith a conference of the Chinese 
WV Communist Party scheduled for 
September, the leadership has moved 
decisively to put the present round of 
armed-forces cuts beyond the reach of 
criticism. | 

The party is planning to hold a spe- 
cial conference, which is more than a 
plenum of the central committee, but 





less than a full congress. The present 





such important matters as 


party statutes recommend that con- 
gresses be held only once in five vears. 

- The all-powerful Military Affairs 
Commission (MAC), which handles 
npo | troop- 
strength cuts, is chaired by elder statés- 
man Deng Xiaoping, who therefore has 
full authority over the armed forces. So 
the reduction in the size of the People's 
Liberation Army is attributable directly 
to him. 

As long ago as 1975, it has been dis- 
closed, Deng was in favour of reducing 
the size of the PLA but could not do so 
because of the obstruction of the Gang 
of Four. Now he has succeeded in his 
goal of cutting down China's land and 
air forces. The navy seems to be keeping 
more or less to its present strength and 
may even be beefed up because of its 
vital role in defending a coastline as long 
as Chifla’s. The People's Daily stated re- 
centlv: "China can now produce its own 
dozens of vessels and boats of different 
models. All arms of the navy are striving 
to raise their combat strength by com- 
missioning more missiles and electronic 
equipment and to enhance their stand- 
ard of automation." s 
The navy now also has destroyers: 


equipped with the SS-N-2 Hai Ying (Sea 
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Eagle), a Chinese version of the 
Soviet Styx cruise missile, as 

newly developed ; 
missile which Peking d 
"Chinese Exocet." A speci 
has been designed to calcu 
factors on a digital screen. ! 








gas turbine engines fo upgr 
stroyer fleet, according to pre 
from Peking which have not yet b 
ficially confirmed. 

The Chinese Air Force, ho 
while striving for technical mo 
uon, is undergoing manpower Cu 
chilly called “massive.” The ne 
force commander, Wang Hai, told 
English-language China Daily that "th 
number of air force servicemen wil 
drastically cut and a large numbe 
units above regimental level disban 
or merged . . . One purpose of then 
sive reduction is to save limited fini 




























modern military technology and-eéqui 
ment." 











crews — to civil aviation, which is being. 
split into half a dozen different and cor 
petitive regional airlines as against th 
present monopoly by the Civil Aviati 
Administration of China. " 
It is to be assumed that all these air 
craft and crews would be readily ay 
able as reserves in the event of w 
main cuts, however. are in th 
which is demobilising | million 
about 25976 of the estimate 
strength (though some experts | 
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was able to match the good 
results of 1983. 


...and abroad. _ 


The revenue of our 
companies abroad grew + 
vigorously, especially in Be 
United States. Results in lif 
insurance increased by 


Nationale-Nederlanden 
Js one of the world's major 
insurance groups and the 
largest in the Netherlands. 
| The group operates in 
24 countries and employs 








| be climate of confidence, 
ie revenue and profits of 
he group have grown con- 





tial pem under e tp bubana 
Our revenue increased p 





a 27.5%, net profits rose by Mee in the 
10% and capital resources areo hi ihe. 





were strengthened by a 14% | POT 7C Cun MM CEPS 

eva of F erase = Dfls. For a copy of our English language Annual Report, ask at claims will not interrupt the 
Br any of our affiliated companies or write to Nationale-Neder- steady growth i in the grout 's 
3 billion. landen NV, International Division, Prinses Beatrixlaan 15, profits The life and non-life 


.. Fortheentiregroup — 2595 AK The Hague, The Netherlands. premium income was geo- 
ie profit distributed to life spreadas Sand 
policy holders i in 1984 | passed etherlands 44%, reste 
























cone billion guider mark E 16%, North America 
owth at home... 
In 1984, Amfas Group 

vas incorporated into our 

profit and loss account for the Further growth at home ^ 
first üme and contributed and abroad remains a major 

considerably to our overall policy objective. ^y 

growth. ‘The recent purchase of. 

. But even excluding this | Indiana Insurance Company 
factor, the rise in revenue in [1545 | Shareholders’ funds by Peerless Holdings Inc. in 
the N etherlan ds was 10%. Exchange rate: USS L~= DA. 3,5495 ihe CENE y 


In the life insurance field, an increased interest in 
private pension plans and group life infSurances had 
a positive influence on our business. 

- There was a substantial increase in the result 


‘om life insurance. Disregarding a negative x 
»ntribution from Amfas Group the non-life sector ati 
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filiated companies or Branch offices of Nationale-Nederlanden: Belgium, | 
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whose services. are. considered indis- 
pensable. — 

Thg morale problem depends largely 
on thé kind of job.a demobilised soldier 
wilf get" on his return.to civilian life. 

^Pafty and government officials are 
being called on. to. make adequate ar- 
rangements for the work and living con- 
ditions of the men concerned. . 
Chief of staff Yang Dezhi dismissed 


this problem, however, when he told. 


the Peking magazine Liaowang (Obser- 
vation Post) that “all. the commanders 
and fi d A in our army resolutely sup- 

“ported. this. decision of our govern- 
ment." 

! Hinting that. China did not see any 

"immediate. threat to itself from any 


other power, Yang said: “A sharp re- 


iduction in the number of troops, a struc- || 
Fira. reform and the streamlining and.| 
reorganisation of our army is based on | 
| Scientific analysis of the international | 


.and domestic situation.’ 


Doubtless China's improving rela E 


tions with the Soviet Union contribute 


to the growing sense of security. The - 
only country with which it isdikely to en- 


gage in combat inthe foreseeable future 


“is Vietnam, and the lesson of its last: 
military clash with that country in 1979 


was that its army needed more modern 
equipment, not more men. 
. Asregards the army's HOSP role, 


Cohcealed nuclear p pride - 


Chir 






By Richard Nations in Hongkong 


B ehind. Peking’ s decision to cut the 
PU" AS swollen ranks of its inefficient army 
isa quiet but {growing confidence that its 
nuclear missile force now amounts to a 
credible deterrent against a Soviet nu- 
clear attack. Chinese officials portray 


the cutback of conventional forces asa 


graphic demonstration of China's 
[seien intention towards Moscow. 
But Peking allows itself the occasional 
nderstated press comment just to 
remiitd Moscow that China can. now 
answer a Soviet nuclear attack with its 
own nuclear missile assauit on.at least a 
dozen major Soviet cities, including 
Moscow. 
On 14 July the China News Service 
reported the successful testing of an 
underwater submarine-launched ballis- 


tic missile. The report gave no details of | 


- the date and place of the test, nor did it 
say if the missile was nuclear-tipped. 
Moreover, Western military sources 
say they have not yet been able to con- 
firm the missile test. 






o] old long talks with js itd 
nen ant to leave the army, | every 
as well as those who. do wish to, but 


cand about. 40 oil depots for civilian 


camps, hospitals and even scenic spots 


a displays new capacity in recent missile test 


| —<— a certain nuclei 





| ie party leadership decides. 
In the past the PLA’s political role was 
important and at times vital, for in- 
stance in stabilising the internal situa- 
tion in 1967-68 and backing the coup 
against the Gang of Four in 1976. 

he chief non- “military function of 

the PLA from now on is supposed 
to be participation in civilian produc- 
tion. Besides surrendering 59 airfields 


use, the PLA has handed over military 


XINEALLA 


Yang: morale problem dismissed. 


But China did successfully launch an 
underwater ballistic missile from a sub- 
marine on 12 October 1982. And since the 
flaw in China's nuclear strike capability 
has been its failure to develop reliable 
and accurate delivery systems, the 14 
July report served notice of substantial 
progress in overcoming technical prob- 
lems. 

The Chinese-language news item 
was not carried on any foreign-language 
broadcast. But this apparent modegty is 
explained by Peking's determination to 
fag the arms race between the super- 
powgs as the major threat to world 

eace, while putting Peking at the fore- 
ront of international disarmament and 
anti-nuclear forces. Nonetheless, on 26 
July a brief commentary in the Shanghai 
News Service underscored China’s re- 
cent advance in the ranks of world nu- 
clear powers. 

After 20 years of development, the 
commentary said, “our 
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Officers who are the most likely: 


.will symbolise the PLA's 


the nm race between th pt 













adopted at an 
MAC held in Peking from 23 
6 June. Senior: commanders 
quoted as saying that China. 
never join in an arms race. 
Another aim of the reorgams 
and cuts is to reduce the average á 
the officer corps. Yang said the ave 
age of leading. groups of all military 
gions was 23. 8% lower than before the 
reorganisation, 
The main PLA organs undergo 
reorganisation are the ee "ger 
departments" — general stafi, logis 
and general political department. T 
affected are the military science; t 
nology and industrial commissions. 
military regions (reduced. from 1 
eight through mergers), and. var 
army services’ leading groups of of 
ers, Yang said. P 
From Deng s point of view, the 
ganisation is politically useful. 
speeds up the process of retiri 


























Obstructive over political as well 
tary matters, — 
Yang con firmed that after ts 
of reorganisation work, the 
military ranks would be i 








from a politically inv olved, | 
based army to a technologica 
clalised body of soldier 
"This maior reform," 
cluded, involves many thi 
ever, there is still much st: 
army. It is really amazing." 
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tinental guided missiles 
been tested against electronic and 
clear counter-measures, The Shanghe 
commentary seemed determined - 
underline the significance of the. 
July announcement, in case Mose 
had missed it: China "has success 
fully iaunched live missiles mo 

times." 
Some diplomats believe that th 
added security of a credible nuclear de 
terrent gives the Chinese leaders 
greater flexibility and confidence 5 
negotiating with Moscow. But Pekin 
senses that its recent achievements. 
nuclear power would be neutralise: 
"Star Wars” — Washington's resesg 
programme to render offensive missile: 
obsolete with a nuclear defence sere 

— and on 2 August Deng Xiaop 
aligned China with the Soviets in opp 
sition to “Star Wars" beca e 
reported to have told visiting 
newpaper publisher Robert ! 
"It would cause a qualitativ 
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. pressure from peacemakers and withdrew the me 
” That decision caused Tan to lose an unde 
not | ! à 


resolves its problems. = $= at trying to unseat Neo through a 
_ Prime Minister Datuk Aahathir Mohamad has de- The last attempt, on 12 March, failed a 
| C Oft Don Mur Mohamac nas GE- 106 tasi arempi, oa s 
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RESEARCH SCIENTIST 


AIT invites applications for a Research 
Scientist for project in energy planning 
and economics. Candidates must have 
Masters degree in Economics, 3-5 
. years' experience in energy field and 
proficiency in English. The position is 
- for one year with option of extension. 
p [D Depending on experience, annual base 
|] salary can range up to Baht 240,000 
D -—  (US$1 = B26.78) plus house ancreset- 
tlement allowance and round-way airfare. 


porn 
SENS 


management 
appointments 


* 


Reservations should be. 
addressed to: e 


General Sales Manager 
Far Eastern Economic Review 
7th Floor, Centre Point 
181-185 Gloucester Road 

GPO Box 160, Hongkong | g 










Please send C.V. and names of three 
= referees to Chairman, Energy Technol- 
ogy Division, AIT, G.P.O. Box 2754, . 
Bangkok 10501, | eptember - 
1985. 
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THE STAR, KUALA LUMPUR 


Tan: prepared for an ousting. 


i up enl uci That sum was eventually approved, 
ems 


but p actually carrying out the task remained. 
... The problem, explained MCA youth secretary-general 
Chew Hock Thye, is that it is virtually impossible for any- 
one to sift through all the names on the rolls and ramos 
genuine from phantom members without running the risk 
of striking off names of bona fide members. To demand 
it each member personally appear or produce documen- 
t evidence of membership would mean risking cutti 
the 400,000 membership by half, as many who tired 
the situation might just not bother. 

With time running out and the patience of National 
Eront leaders worn thin, the situation has become desper- 
ate. The ad hoc committee has not met since 4 July. 

i : On 11 August, front secretary-general Ghafar Baba, as 
chairman of the ad hoc committee, admitted that the com- 
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mittee had ed work a fortnight earlier and was wait- 
ing for the Supreme Council meeting before deciding whe- 
ther or not to resume. 

Behind the scenes, observers feel that Tan's faction is 
more keen at the moment for a National Front ultimatum. 
It can then turn on Neo's faction and blame it for any loss to 
Chinese representation, which observers agree would 

en its hand. Already Tan has publicly declared: 
“Dr Neo and his cronies must bear full responsibility for 
any adverse twist of fate suffered by the MCA and the 
Chinese community," referring specifically to the possibil- 
Y The M A Aaye le h ped be 
MC wer e has sto ing a joke for 
the Chinese nae aA Wide Seened, as the least 
of Malaysia’s three main ethnic groups — 
, Malay and Indian — the Chinese are also known 
to have a Proléction to vote with the opposition. 

With a ral election a must before April 1987, and 
therefore most likely slated for next year, the front is wor- 
ried about having increasingly less time to mend broken 
fences among politically disenchanted Chinese voters. 

The alternative to the MCA — the theoretically 
multi-racial but predominantly Chinese Gerakan Party — 
has to tread a wary line. While the Gerakan hopes to be al- 
loted more seats to contest under the National Front ban- 


ner in the next election in the wake of an MCA fallout, 


Chinese unhappiness with the MCA could very easily ex- 
tend to the front and mean fewer votes for the Gerakan. 

. M the call for a temporary leave of absence for the MCA 
does materialise, it would be a decision less startling than 
long-postponed. uty Prime Minister Datuk Musa 

such an option on 15 December, 


stressing that would not be a “get-out notice.” oO 
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A uniquely lovely facade. 
A breathtaking lobby to 
match. Fine eating outlets. 
And super service. 
























That's Crown Prince Hotel 
Singapore. where the Prince 
Hotels tradition of friendly 
arid quality service lingers on. 


Each of our 505 rooms is 





office Tel: 01-579-9230. Telex 
Seibu Singapore Pte Ltd. Tel: 7349024, Telex: 54590 SEIBU 


* Represented by Utell International — Tel: 01-7411-588 (London) 212-7572-981 (New York) 5-7226452 (Hong Kong). 
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LSA. Toll free in Continental USA (except New York state) Tel: 800-223-2094 © Prince Hotels Toronto Office Tel: 416-4497882. Telex: 0696672 
202895 (PRINCE 202895f) + Prince Hotels Frankfurt office (Toll free to Paris) Tel: 0611-284-427 * Prince Hotels Ja an offi LI 
x. Tel ^ v ! f t Tokve 
Tcl: 0 209-8686. Telex: 2524377 PRINCE J. Osaka — Tel: 06-341-8686 * Britain: London c/o Rank Hotels Reservation — Tel: 01-570-3484/01 262 Aik ME 


A memorable experience awaits 
you — from breaklast in our Cafe 
to dinner in the Teochew Restau 


rant and cocktails in The | 


Crown Prince Hotel, where littk 
touches, like our remembering 
your name, will make you corn 
back again and again 


Individual Rates 


elegantly and tastefully | — 
furnished to create an | Type of room Single bi 
atmosphere of absolute | Queen idoubh AL. 
comfort and luxury. | Hollywood (twin) 
| hing 
3 Baux 
If you're on business, you'll | Deluxe Twin 
appreciate our well-equipped [Execulive suites | From 5553 
Business Centre, where our | President jl Suite ^ 
helpful staff will stand in for ————— 
i Group Rates 
your much-missed secretary. -— - 
And after a hard day, relax [77999 wont RATES 
?- by the quiet poolside. Lm 
a Kates above are subject t 
v 10% service charge and 3 QOv 
P^ : ^ T tui 4 e 
M :9* P 
25% discount on rack rates E ROW Tì 
- Till Dec. 31, 1985 
FEET ab SINGAPORE " 
Manageo be Priwe Mhoetete a 
. Continuing the Prince Hotels tradition of (riencdly sen 
For reservations or further information: * Prince Hotels New York office Tel: 212-669-5926 * Prince Hotels Los Angeles office Tel: 215-689-4800. Tek 
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Not so special now 


Sydney begins to reduce aid to Port Moresby 


By lan Andrews in Port Moresby 


A$1.4 billion (US$1 billion) five- 

year aid package agreed between 
Papua New Guinea and Australia con- 
stitutes the beginning of an important 
shift in relations between the countries, 
“Special” has been the word used to 
describe these traditional economic, 
strategic and political links during the 10 
years since the former Australian terri- 
tory became independent. The long- 
term aim is now for a more normal bilat- 
eral relationship based on important 
mutual interests. 

The crux of this restructuring is a for- 
mula to increase indirect assistance — 
currently at a relatively low level — 
while gradually cutting cash contribu- 
tions to general revenue. In 1984-85 the 
level of direct budget aid was about 
A$300 million — nearly a third of the 
country's entire budget allocation. Aus- 
tralia's declared aim has been to encour- 
age Papua New Guinea to bring about 
more efficient spending and administra- 
tion and to diversify sources of aid. 

Early this year the Australian Gov- 
ernment indicated it was sympathetic to 
the findings of an inquiry into aid policy 
which recommended a 5% annual cut in 
direct budget support. It was proposed 
this be linked to a rise in indirect aid 
which would result in an overall drop in 
assistance each year of 3%, after allow- 
ing for inflation. 

However, sensitivities and suspi- 
cions among sections of Port Moresby's 
government and bureaucracy meant 
there was a rocky path to final accept- 
ance of these provisions. The country's 
Foreign Affairs and Trade Department 
nudged the Finance Department to one 
side in order to move into the negotiat- 
ing seat. Foreign Minister John Giheno 
argued that greater indirect assistance 
would threaten self-determination and 
spending flexibility. 

Advocates of a change within Papua 
New Guinea — including sections of the 
government, bureaucracy and academic 
circles — pointed to a bloated bureauc- 
racy and perks of office inappropriate to 
a developing country. On 9 August, the 
local Post Courier newspaper ran a 
front-page story providing a graphic 
back-up to such claims. The article 
stated that two government ministers 
and a senior member of the opposition 
had run up a bill for Kina 100,000 
(US$102,040) at Port Moresby's Travel- 
lodge Hotel since March, allegedly 
keeping their Kina 160 per-day rooms 
when back in their electorates. 

While internal debate continued 
about aid, Giheno remained resolutely 
opposed tô the suggested reduction, 


48 


maintaining it would destabilise econo- 
mic development and planning. The 
minister and his department believed 
that an appeal could be made over the 
heads of Australian officials directly to 
their political masters. Many sections of 
the government here are now acknow- 
ledging, in retrospect, that there was a 
misreading of the situation. 

In June, an Australian parliamen- 
tary sub-committee released a follow- 
up report on the earlier aid inquiry. The 
Australian cabinet subsequently ac- 
cepted its recommendation for a faster 
rate of budget aid decline 8% by 
1991. Giheno said such a change would 
not only threaten economic develop- 
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Hawke; Somare: private talks. 





ment but political and social stability as 
well. A concerted attempt was made to 
protest over Australia's intentions and 
to plea directly to Australian Foreign 
Minister Bill Hayden. 

However, Papua New Guinea Prime 
Minister Michael Somare was unhappy 
about the direction events were taking. 
In July he said that the government 
would not “beg” to Australia for aid and 
that he had instructed Giheno not to 
press Hayden on the issue. Things be- 
came a little unclear as to whether or not 
Somare was advocating tha? Port 
Moresby accept the harsher cuts. It was 
no secret that Giheno was embarrassed 
by his prime minister's intervention. 


Sem then had a number of person- 
al telephone conversations with his 
Australian counterpart, Bob Hawke. It 
seems likely talk centred around accept- 
ance of the original suggestion of a 5% 


PHOTOS ROB WALLS/RAPPORT 
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cut in direct aid for the next five years. - 


When Hayden came to Port Moresby at 
the beginning of August, he praised the 
scope of Port Moresby's final submis- 
sions and expressed a willingness to give 
ground. After only two days of discus- 
sions, the new arrangement based on 
the 5%  annual-cut concept was 
reached. Ironically, Gihego had to con- 
duct a face-saving exercise in coN{rast to 
his earlier stance by calling the waree- 
ment “manageable and reasonable.” 

One side-benefit of the negotiatic 
process has been the airing of important 
issues underlying the debate — particu- 
larly perceptions of tied verses un-tied 
aid. For example, indirect Australian 
aid, in project form and through skills- 
transfer, will not be tied to the provision 
of Australian goods and services. But it 
will involve Port Moresby in nomina- 
tion of development areas and working 
to build organisational mechanisms for 
programme implementation and main- 


tenance. This could facilitate a willing- 


ness to accept different types of aid — 
even with a tied element. 

Japan, the biggest buyer 
of Papua New Guinea's 
resources, ranging from 
timber to fish and copper 
concentrate, is willing to 
provide grants for infra- 
structure development. The 
hurdle eo far has been Ja- 
panese insistence on the use 
of Japanese consultants, 
though allowing other 
goods and services to be 
chosen by way of tenders. 
Assistance so far, therefore, 
has generally been limit- 
ed to low-interest loans 
for infrastructure develop- 
ment. 

Japan's Ambassador to 
Port Moresby _ Makoto 
Taniguchi said he ts puzzled 


he sees as unnecessary ba 
riers to grant assistance. H 
sees Australian aid as generous but also 
feels that the Australian influence has 
acted as a barrier to more traditional 
forms of aid from other countries. Aus- 
tralian diplomats counter that they are 
keen to see a diversification of aid 
SOUTCES. 

Taniguchi has something of an ally in 
Somare, who wants to see Papua New 
Guinea tap the technological wizardry 
of Japan. But Taniguchi's struggle to re- 
concile the economic dynamism of post- 
war Japan with the slower “Melanesian 
time” of Papua New Guinea seems de- 
stined to continue. 

The new Australian aid agreement 
may have led to some softening of at- 
titudes in relation'to aid flexibility. Port 
Moresby, faced with revenue limita- 
tions due to fluctuating commodity and 
mineral markets together with lower 
budget aid, will increasingly be forced 
to look for development alternatives. 9 
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pete in the international mar- 


The confident continent looks outward and eastward again 


A new European accent 


| ByJames Bartholomew in London 


new self-confidence has come to Europe in the past 
few years. In 1980 and 1981, European industry was 
on the defensive, profits. were falling, its share of 
world trade was down and there was a sense of crisis. Five 
years later, the economies of Europe have overcome many of 
the problems and are moving towards more realistic solu- 





tions to the remaining ones. 
The positive changes have been: 


» A shift towards "free market" economics and away 


from state-controlled industry. 
» Rapid improvements In 
economic productivity and 
profits, leading to a revived 
belief that Europe can com- 


ket place. 

» Lower inflation and a re- 
turn to surpluses on most . 
European countries’ current ` 
accounts. 

> The ending of Britain's pro- 
longed row over its contribu- 
tions to the European Com- 


munity and the admission to Eo: | 


the community of Greece, Ka) Essilor 
Spain and Portugal. 


| Peed Contact lenses: 


» An almost complete end to | | ET 
the old colonial ties which M Salomon 


brought so much trouble, 
moral anguish and expense in 
the 1950s, 1960s and 1970s. 
The? shift towards free- 
market economics has taken 
place in all four major Euro- 


pean countries — West Germany, France, Britain and Italy. 
West Germany is now run by the Christian Democrats under | 
Chancellor Helmut Kohl after vears in which the rule of the 
Social Democrats had come to seem like a permanent fix- 
‘ture. In France, a much-chastened President Francois Mit- 
terrand, a socialist, has been forced to backtrack on his 
policies of increased spending and nationalisation. Apart 
from the backtracking, his government appears more than 
any other to be living on borrowed ps The next parlia- 


mentary election (in March 1986) i 
likely to bring in.a rightwing sarlaments 

Britain has had the outspoken free 
marketeer Prime Minister Margaret 
Thatchér in power since 1979. She ts cur- 
rently unpopular too but does not have 
to face re-election for several years vet. 
Meanwhile, President Bettino Craxi of 
Italy is one of his country's longest serv- 
ing presidents in post-war years and Italy 
under him ha’ been curbing public ex- 
penditure and privatising parts of state 
companies. 

What is particularly telling is the shift 


© which has, been taking place among 








. Europe's so-called socialist parties. They 


are no longer as socialist as they once 
were. Just as Mitterrand's socialism has 
been revised in the light of his experi- 
ence, so Britain's Labour Party has re- 
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vised its in the light of its recent performance at the polls. 
While remaining radical in some spheres, such as nuclear dis- | 
armament, the party has given up the old talk of "squeezing 
the rich until the pips squeak.” It has put aside the idea ofre- 
nationalising all the companies which the Conservative gov- 
ernment has privatised. It has, in short, moved to the righton o 
economic policy. l E 

The centre point of debate on economics has moved, | 
Over most of Europe and across most of the political spece 
trum, it is now believed that | 
full-blooded socialist econo- 
mics is simply inefficient. The 
virtues of the free market. 
are now widely accepted 
Whereas “profit” was a dirty 
word in Europe 10 years ago. 
now it is respectable agai. 



















Memo some degree it is a re- 
- Y flection of this change of 
M attitude that profits in. 
2 Krone od Europe have been allow ed to - 
labelling increase dramatically without 
ngu being n on the head by larg 
wage claims or taxes. In 19 
company profits in West Ger- 
, many rose 2376, in tH 
© Netherlands 3095. in Britai 
23%. Overall, profits bega 
their improvement in 19 
boomed in 1984 and are cu 
rently continuing to. grow fi 
er than inflation. Profit : 
percentage of total economic 
| activity hast risen n substantially, making European compan 
more competitive in the long term. In West Germany, pre- 
tax profit as a percentage of gross national produet has risem 
from a low of 2.9% in 1982 to a projected 5% m the current 
year. 

The boom in exports to the United States has been a heip, | 
but a more fundamental reason which offers longer-term | 
hope is the dramatic improvement in productivity, since 
1980, productivity has climbed 10.3% in W est Germany, 
10.2% in France and 13.3% in Britain. 
This compares with an improvement of 
only 3.6% in the US. ] 

The productivity improvement has | 
been a reaction to crisis. Many come, | 
panies were in difficulties in the recessione = 
ary years of 1980, 1981 and 1982. They 
had to rationalise and modernise or die. | 
Many collapsed, but those which survived: 
are now much more efficient than they. 
were. Jaguar, the British huxwry-car. i 
manufacturer, was a loss-making part ab. 
a nationalised company m 1980. f proe 
duced fewer than two cars a year px 
manufacturing worker. Now. the c 
pany is AUS 4 
stock exchange and made 
(US$77 million) profit in. x 
tion per man has more th: m doubled. 

What makes for confidence is the fact 
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at the rises in European productivity and profit have no- 
wing whatever to do with any reckless stimulus by govern- 
ments. In fact, public finances have not been managed with 
such consistent restraint since before the 1970s. Public-sector 
deficits as a proportion of GNP have been consistently re- 
duced. 

Equally restrained have been money supply and inflation. 
Consumer prices in the EC rose an average 12.8% in 1980. 
They are expected to rise only 5% in the current year. The 
growth is therefore not running into an inflationary “blow- 
out." And with the price of oil looking weak, there seems to 
be little chance of European growth being hit on the head by 
another oil-price shock, as happened in 1974 and 1980. 

Another reason for confidence has been the trade bal- 
ance. Europe has recovered steadily from the 1980 oil shock 
and now most of its countries have current-account surpluses. 
West Germany has made a spectacular turnaround, from a 
current-agcount deficit of Dm 28.6 billion (US$10.2 billion) 
in 1980 to a Dm 17.7 billion surplus in 1984. 

On the political front, a running sore in Europe in the 
early 1980s was the angry argument over Britain's contribu- 
tion to the EC budget. No summit of the EC leaders could 
take place without the divisive issue being at or near the top 
of the agenda. Britain was regarded by some other members 

f the EC as a pariah, lacking in true “European spirit." The 
.ressure on Britain to compromise was immense. Thatcher 
held out for a deal on the budget which would 
be acceptable to Britain for the long term and 
in the end she got it. Now the EC is in a posi- 
tion to address the more fundamental prob- 
lems such as containing the cost of its com- 
mon agricultural policy. 
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Mitterrand; Kohl; Thatcher: making progress. 





of one of the EC’s main original objectives: a large internal 
market which could be the basis for substantial Europe-wide 
companies, able to compete on a world scale 

The EC has to had to abandon some of its idealistic 
dreams of political union, but it is increasingly pragmatic and 
effective. As a trading negotiator on behalf of more and more 
countries, it is becoming very powerful 


nother political change has been happening so gra 
dually that it could pass without notice. The end of 
Europe's role as a colonial power has taken place over 
the past few decades rather than years. But the effect of this 
change is still seeping through. For many of the post-war 
years, European countries were trying to maintain colonial 
roles which cost a great deal of money and brought down 
much criticism on European governments. They were a drain 
on Europeans' pockets, their moral sense of themselves, 
their talents and their willpower. 

In 1968, the students of Paris were throwing cobblestones 
at their police force. One of many complex factors at work 
was revulsion at the colonial role which France had under 
taken in Vietnam and which had been, as it were, passed on to 
the Americans. France also had a record of trying to hold on 
to its Algerian colony with violence that went over into tor- 
ture. 

Britain, the Netherlands and Portugal were other Euro- 
pean countries which, in the course of the 30 
years after World War II tried to retain con 
trol of distant countries using force. As long 
as they succeeded thev suffered the unease of 
wondering if they were acting honourably 
And when they found they had to give way, 


The EC stiprfas its failings. But these fail- they inevitably felt a sense of failure and 
ings are so bad that they have deterred The Competitors — 53 loss. 
Greece, Spain and Portugal from wanting to Protectionism 56 Now there are very few colonies left 
join. Greece joined in 1984, while Spain and The Japanese View_ 58 el here have been a few further acts of disen 
Portugal have successfully completed their " gagement of greater or smaller importance in 
negotiations and will soon officially be part of Technology ——— 61 Hongkong, Macau, Brunei and Zimbabwe 
anny. ¿Status Symbols —— 62 But more important has been the way the 
e thrust of EC policy is beginning to re- The Professionals — 64 simple passage of time has enabled the 
flect the changed mood of the individual Diest investinent._. @8 wounds to heal. A new generation is growing 
countries. No longer are subsidies to “sun- | up which has no experience of Europe's 
set” industries and syppprt for agricultural The Expatriates —— 73 former worldwide power. It has neither emo 
prices at well above world levels seen as the China 79 tional pride to cling to nor guilt to hold it 
top priorities: Instead, the priority now is on Asean-EC Links —— 84 back. 


such things as the elimination of barriers to 
trade within the EC. Truck drivers crossing 
continental borders have to fill in voluminous 
forms. Such barriers prevent the realisation 
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All these developments present a Europe 
finally finding and accepting a new role. It is 
not as big a role as it once was, byt there is a 
better chance of filling it well. For the time 
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being, however, there are-«certainly- still 
some fluffed lines. ~ M 

Unemployment is the major failing. 
Despite economic growth since 1983, the 
total of unemployed in Europe has kept on 
rising every year from 1980 to 1985. In 1980, 
the EC unemployed were 6% of the work- 
force. In 1984 that had risen to 10.8% . This 
has been an inferior showing compared with 
most parts of the world, let alone Asia. But 
in looking for explanations and remedies, 
only Mitterrand in France tried the Keyne- 
sian response of pumping more money into 
the system. The result was a surge in infla- 
tion, a big current-account deficit and a 
falling currency. He was forced: to rejoin 
the new European financial orthodoxy and 
rein the money supply back in again: 

The free-market consensus now is that 
so-called structural rigidities have played a 
major part in causing uneniployment. These 
structural rigidities are obstaclesin the path 
of the free and efficient use of capital and 
labour. They are such things as the “un- 
employment trap" which ensnaressome peo- 
ple, especially those with children. Because 
tax now starts at such a low income, these 
people are better off unemployed, receiving money from so- 
cial security, than they would.be doing a job. Consequently 
they opt to remain unemployed. The “poverty trap" occurs 
when a worker has no incentive to earn more because loss of 
social security benefits and higher taxes would more than 
wipe out the increased earnings. 

Red tape is another problem. Even quite small businesses 
have to pay the EC value-added tax — a complicated tax 
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which involves a great deal of paperwork even for those who 
pay little of it. There is also legislation which protects tenants 
from eviction or “unreasonable” rents, and legislation which 
protects employees from “unfair” dismissal — such legisla- 
tion being well-intentioned but having the effect of reducing 
the availability of rented accommodation and deterring em- 
ployers from taking on workers. 

The governments have made mofes to ease these 
rigidities, but they have not gone very far because of the loss 
olipopularity that could result. Even Thatcher, famous for 
her determination, has backed away from ending rent con- 
trols in Britain. 


nother failing of the European performance has been in 
the fast-growing electronics industries. Europe has 
certainly fallen behind the American and Japanese 
competition in the major areas of mass-produced silicon 
chips and computers, let alone consumer electronics where 
the Japanese have won the race and run away with the trophy. 
Fhe success of the Japanese in Europe and the failure of 
Europe to make correspondingly increased sales in Japan 








have created an anti-Japanese mood of some bitterness. It Is. 


in part a symptom of Europe's increased self-confidence the 
it no longer believes the Japanese argument that Europea 
companies arc not good enough to sell in Japan. Europeans 
now argue: "Il we are good enough to sell in the rest of the 
world, we must be good enough to sell in Japan." This kind of 
argument is part of the justification for growing discrimina- 
tion against Japan in trade matters which could get consider- 
ablv worse. 

The European performance, taken as awhole, has cer- 
tainly not been impressive next to that of Asia, Which has in- 
creased its exports to the US during the recent US import 
boom much faster than Europe. But to compare Eardpe’s 
performance with Asia is to give it the toughest test. Asia's 
economic performance looks good compared with every 
other part gf the world. It is also, except in the case of Japan, 
at a lower Vise than the developed world. That makeshigh 
growth easier to come by. 

Meanwhile, compared with other parts of the world — the 
US, South America, Africa, the Soviet Union and its satel- 
lites and the Middle East — the EuYópean performance cer- 
tainly stands up. Travelling around Europe, one certainly 
does not get any impression of a region in decline. On the 
contrary, the many smart cars, the plush boutiques, the past 
centuries, the rich cultural diversity — all these present a 
civilisation which still has some dynamism in its old age. gg 
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THE COMPETITORS - i 
A stronger 


_ response to a 
. new challenge 


| u 1967, French politician Jean-Jacques Servan-Schreiber 





published a book about the American business and 

cultural invasion of Europe, Le Defi Americain (The Ame- 
rican Challenge). Times have changed. If he wrote a similar 
book now, the title would have to be The Asian Challenge. It 
is a challenge which Europe has failed to meet in shipping, 
steel, consumer Electronics, silicon chips, machine tools and 
motorcycles. Some of those industries have been virtually 
wiped out. 

But the industries which are left are those which were 
stronger in the first place — or else have successfully re- 
sponded to the Asian challenge. Europe has found, to its 

siderable relief, that it has some survivors. These sur- 
-..Vors have adopted a number of different strategies, the 
most basic necessity having 
been to improve productivity 
radically. Workers have been 
sacked, others have been per- 
suaded or forced to accept 
more flexible working prac- 
tices, and new machinery has 
been installed. 7 

This process has taken 
place in many industries, but 
IS most easy to see in car 
manufacturing. There are 
now more robots used per car 
manufactured by Peugeot, 
the French company, than 
by most Japanese car com- 
panies. A* celebrated adver- 
tisement for Fiat cars (made 
in Italy) showed its robots 
"dancing" to classical music. 
Not a single human is in view. 
The British company Austin 
over claims to have increas- 

| production per man-year from 5.9 vehicles in 1979 to more 
than 14 now, It hopes to reach Japanese levels of productivity 
over the next two years. 

A second response to the Asian challenge has been to *go 
international." Those companies which have been unable to 
do so have tended to fail, sooner or later. Those companies 
which have seen jpternational sales as a main part of their 
strategy have tgafied to be the most successful. Only by sell- 
ing worldwige*do the companies get the volume of sales they 
need to bring down their costs per item to a level that is truly 
compettive. Only by aiming to sell worldwide do they set 
their sights high enough in terms of quality and productivity. 

The message is getting through. Louis Vuitton, the 
French manufacturer of luxury suitcases and other luxury 
good! Tas expanded explosively since 1977 when4t had only 
two stores in the Paris region. Now it has 59 worldwide and 
70% of sales are from those outside France, while many of 
the sales from the Fregch spores are export orders. The appe- 
tite for prestige lugere wad accessories is worldwide and is 
especially keen in the Asia/Pacific region where Louis Vuit- 
ton increased its sales in the first half of this year by nearly 
50%. 

A third strategy has been greater cooperation between 
companies and universities. Pie Medical, a Dutch manufac- 


Pie Medical: university input. 
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turer of ultra-sonic scanners, does its research and develop- 
ment in close cooperation with Erasmus and Maastricht uni- 
versities. One of the directors on the supervisory board is 
Prof. Nicolaas Bom, who in 1974 was the first in the world to 
make real-time images from ultra-sound machines. Bom is 
currently head of the cardio-vascular research department at 
Erasmus University. The — which started as recently 
as 1980, is growing very fast. In 1984, it doubled its share of 
the market from 1% to 2%. Its stated ambition is to increase 
its share of the fast-growing market to 4-5% in the next five 
years against competition mainly from Japan. 

Previously in Europe there had been a tendency for com- 
anies and universities to stay apart. But the challenge of the 
ar East and the loss of Europe's previously effortless 

technological lead has forced a breakdown of this comfort- 
able division. For Europe, technology is still a major asset. 
Europe has the ideas. In fact many modern products, from 
vertical-takeoff jet aircraft, to hovercraft to digital discs have 
originated in Europe. The transformation of the ideas into 
profit-making enterprises is the problem. But it is a problem 
Europe is, at least, aware of now. The British Government- 
sponsored Alvey research programme into fifth-generation 
computers and related software, for instance, is very much 
product- and market-oriented. 

These are positive responses. But there are others which are 
more defensive in nature. One of them is takeover or merger. 
Philips, the Dutch electrical and electronics giant, bought out 
the ailing West German com- 
pany Grundig. Olivetti, the 

talian typewriter and compu- 
ter company, bought shares 
in Acorn — a British compu- 
ter firm which suddenly found 
itself short of cash. This deve- 
lopment is likely to have a 
significant effect on at least 
one Asian company — Wong's 
Industrial of Hongkong, which 
makes computers for Acorn. 
Meanwhile, Electrolux, the 
Swedish manufacturer, of 
vacuum cleaners and other 
household products, bought 
up the leading Italian company 
in the same field, Zanussi. 
However, the mergers have 
tended to be born of misfor- 
tune. 

A fifth response is collabo- 
ration. This is the height of 
corporate fashion at the moment. The most dramatic colla- 
boration in Europe is that between Philips of the Netherlands 
and Siemens of West Germany, which are pooling their re- 
sources to work towards the 4-megabit dynamic random-ac- 
cess memory silicon chip. Both companies recognise that 
they have fallen behind Japan and the United States in mass- 
produced silicon chips. This is their attempt to catch up. 


ut collaboration is as often with American or Japan- 
ese companies as it is with other European countries. 
With the Japanese companies, it sometimes looks like 
a case of "if y8u can't beat them, join them." Philips, for 
example, appears to have been the driving force behind the 
invention of the compact disc. But it decided to team up with 
Sony in deciding the format. It could be that Philips wanted 
to have support for its format from a leading Japanese com- 
pany. Without such support, it might have feared that the Ja- 
panese would not adopt the format and would have created 
their own in competition. After experiencing the defeat of its 
video-tape recorder ( VTR) format at the hands of the Japan- 
ese, Philips was probably wary of taking the same risk once 
again. 
Another Euro-Japanese collaboration has been between 
Britain's Austin Rover and Honda of Japan. In fhis case, a 





weak European company wanted quick access to up-to-date 
technology. The Japanese company, meanwhile, wanted to 
increase market penetration of Europe without bumping into 
protectionist barriers. Those Europeans who want to keep 
the Japanese out of the European car market criticised Aus- 
tin Rover for accepting a “Trojan Horse” arrangement. 

Other major collaborations have between ICL, the Bri- 
tish computer manufacturer, and Japan's Fujitsu; Olivetti 
and Toshiba, the Japanese electrical company, and Siemens 
and Toshiba. In most of these cases, the European company 
is implicitly admitting a weakness and taking some Japanese 
technology in return for giving the Japanese company an out- 
let. There has not yet been enough time to judge such ar- 
rangements. But the strategy does not appear to be one for 
the long term. It can buy a little time for the European com- 
pany, allowing it to cover up a temporary weakness. But à 
really thriving future cannnot be had with other people's 
technology. 

Another strategy is even more of an admission of defeat. 
This is the active lobbying for increased protectionism. Cur- 
rently Philips appears to be quite active in this field. Having 
failed to mount an effective opposition to Japanese consumer 
electronic products in open combat, it has succeeded in ob- 
taining restrictions on the imports of Japanese VTRs and is 
now going for increased tariffs on these products. Philips 
would also like Japanese companies to be forced to make 
more of their products with local European parts. Many 
other industries actively lobby for protectionism or preferen- 
tial government deals — from textiles, to shoes, to ships, to 
machine tools. 

Nearly all these strategies have been responses to crisis. 
But not every industry in Europe has had a crisis. There are 
some which have claimed less attention simply because their 
continued success is taken for granted. The chemicals indus- 
try is one, the wine and beer industries are others. In nuclear 
power, the French company Cogema is a world leader. In 
pharmaceuticals West German, Swiss and British companies 
are top world competitors. There are many products in which 
European companies are No. 1 in the world. 

In the whole range of personal products where style and 
fashion are at a premium, Europe is the world leader — pro- 
ducts such as perfumes, lighters, luggage, haute couture 
clothes, prestige cars and top-of-the-range watches. In fi- 
nance, too, the success of Europe is taken for granted. Swiss 
banks still have their special cachet, while West German and 
British banks also have a big international presence and Bri- 
tish stockbroking and money broking companies are major 
competitors worldwide. 

Taking together these continuing success stories and the 
slimming down or revitalisation of those industries which 
have been in difficulty, European companies face the second 
half of the, 1980s in much better shape than they faced the 
first. — James Bartholomew 
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THE CHALLENGE 
PAYS OFF FOR 
NORTHERNERS 


By James Clad in Helsinki . . 


o hear the Nordics tell it, what they already call the 
| “Asian challenge” has done more to lift the competitive 
edge of their complacent industries than anything n liv- 
ing memory. And while that may be stretching a point, 
is considerable evidence that at least in some product lines — 
notably telecommunications, forest industries and applied 
technology — Scandinavian technology is giving Asian chal- 
lengers an unexpectedly stiff run, even in some home mar- 
kets. 

This Northern European technological, competitiveness 
compensates for the area’s high labour costs and relative re- 
moteness. Even in normally “safe” East Asian industries 
such as shipping or computer applications, Nordic indus- 
trialists have carved out sales, carrying some expertise‘all the 
way to Japan’s industrial inner sanctum: for example Fin- 
land's Wartsila Shipyards has sold a 75,000 m3 capacity liquid 
petroleum gas (LPG) tanker to Japan while the Swedish có: 
glomerate ASEA has pushed its way into Japan’s fiercety 
competitive robotics industry. 

A commanding position in small home markets enables 
most big Nordic firms to push exports to strikingly dominant 
positions on annual sales ledgers. Wartsila, the largest Fin- 
nish shipbuilder, has business elsewhere in Asia, including a 
joint venture with Singapore's Keppel Shipyards (where it 
makes diesel engines), ship sates and consultancy business in 
China and small power stations and pulp-and-paper machin- 
ery for Indonesia. vua 

As manufacturers of the world's largest, purpose-built 
cruise and special-product vessels, both Norwegian and Fin- 
nish shipbuilders are making strong bids to replace aging pas- 
senger ships operating in Southeast Asia, while naval refur- 
bishing plans in the region, and even Indonesia's transmigra- 
tion programme, have also attracted Nordic hard sell. 

The Scandinavians deliberately exploit their high-tech- 
nology image in Asia. For example, the Finnish firm Vaisala 
recently demonstrated a “meteor scatter telemetry system" 
in Indonesia, bouncing VHF radio signals off 80-120 km high 
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enabling one central station to receive messages from au- 
tomatic stations within a 4,000 km diameter. 

The major Swedish communications firm Ericsson has ex- 
panded sales in the Asean region especially over the past five 
years, as has its competitor Nokia Oy from Finland, both em- 
phasising,cellular mobile telephones. Norway's National In- 

” dustri has capitalised on burgeoning energy capacities by 
opening joint-venture plant to make power transformers iri 


Malaysia. 

nde same stress on technology characterises the sale of 
Nordic forestry products and expertise — traditionally a 
major item in Northern Europe’s trade ledger with the re- 
gion. Although paper still comprises a large part of merchan- 
dise sales from Scandinavia, exporters have moved into 
more sophisticated joint ventures, pulling locally produced 
timber products into Scandinavian global sales systems. 
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Swatch 
' rewinds 
a dying 
industry 


Nordic sales to Asia range from up-market manufactured 
exports (including car kits from Volvo and specialised 
machinery) to engineering/consulting services. Scandinavian 
firms are pushing prefabricated housing, railway modernisa- 
tion, water-supply eee (Helsinki’s Wiik and Hoeglund 
have rebuilt part of Bangkok's water mains) and engineering 
services (the Jaakko Poyry group and Sweden's SIAB are but 
two of more than 50 Nordic firms represented in Southeast 
Asia alone). Nor is South Asia ignored: Kemira Oy, for 
example, has recently entered a US$60 million deal with : 
Pakistan, selling fertilisers and chemicals. a 

But as traditional Nordic export products come under in- | — 
creasing pressure (Sweden's aluminium exports to Malaysia, 
for example, have virtually dried up in the past five years and 
Nordic paper sales face mounting local sep icu high- 
technology exports are seen as crucial. Vaisala's Yrjo 





the prestige of being Swiss, but low- 

priced and with design quality which 

would make it stand out. It also em- 
such ingenious marke 

a nies as organising the voti 

breakdancing championships in the 

United States. 

The outstanding combination of 
technical excellence and superb mar- 
keting has made the Swatch a stunning 
success. The project started as re- 











he Swatch watch is an cently as 1982, but the company sold ! 
example of how a seemingly doom- 3.7 million Swatches in 1984 — and | 
ed European industry has successfully confidently expects that figure to be | 
counter-attacked against the Asian doubled in the current year. I 
challenge. Having suffered a loss in 1983, 
ir M MN the Swiss watch indus- Asuag-SSIH made a profit of Sfr 26.5 ) 
losing market share, but only million (US$11.52 million) in 1984 and 1 
gradually." y. Then came the is set to see much higher profijs in A 
watch Eck amd 1985. The Swiss watch fone is un- i 
started prc of wat likely to the dominance of the 4 
vast numbers. Soon afterwards, Hon world market it had in the early 1970s. i 
kong jumped on the bandwagon. Su and more considered wildly over-am- But the terminal decline has been w 
bitious. He made two vital decisions. arrested. Switzerland is actually re- 7 


denly, the long-established skills of 
kakio in Switzerland became 
redundant. 


Between 1980 and 1983, produc- 
tion ‘of watches in Switzerland 


a staggering 50%. Most Swiss 
m started to suffer 


losses, ess asa were sacked. Here 


was another traditional area of Euro- 
m supremacy succumbing to Far 

astern co tion — like motor- 
cycles, shipb g and steel. 

The wiss watch company, 
now nan, pare -SSIH, was cer- 
a substantial loss. In 
1982, the company was on the way to 

bust. The banks financing it P" 


their loans were in greet 
ue took control of the compan 
saeketl most of the management qt 
gave one of the managers (whose divi- 
sion was still making a profit) the 


power to make changes in Tika watch 
side of the Diner, 






The first was sell watch movements 
all over the world. One of the com- 
panies in the group, ETA, supplied 
about three ers of the move- 
ments used in Swiss watches, selling to 
them to many famous names in the 
business who put them in their own 
casings. But ETA traditionally did not 


sell outside Switzerland. That was re- | 


garded as unpatriotic. 
Thomke hed aside that tradi- 
tion, braved the opposition within 
Switzerland and now sells ET A move- 
ments worldwide — counting among 
his customers one of the three major 
Japanese watch companies. e 
Thomke's second, even more radi- 
cal decision was a bold attempt to re- 
captufe the lower end of the watch 
market. His technical team was able to 
come up with a watch with advantages 
over most cheap watches in terms of 
durability, battery life and automated 










gaining market share. 
In this case, European characteris- 


tics such as assertive — 
readiness to change employers and 
readiness to face up to conflict — often 
drawbacks for European industry — 

have proved an asset. Contrary to the 
traditions of Japan, Thomke had not 
done a lifetime of service in the com- 
rough or even the industry. He was 


t into ETA from a chemical 

d This enabled him to see the 

col ems and possible solutions with a 
ooh Ss 

rly, the sacking of other man- 

agers was a radical act by the Swiss 

banks which some Asian cultures 

based on consensus might have shied 

away from. Finally, the bold and radi- 

cally new concept of the Swatch, with 


its explicit äppeal as a fashion item, 
would not have been one to emerge 





from the bottom of a company, Japan- 
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Toivola (who also heads the research and technology section 
of his country’s industries association) told the REVIEW that 
other hi-tech “glamour products” such as computerised ore- 
peepee gear, priro energy utilisation systems, 

ydrological basin research and nuclear-medicine tools will 
find growing markets in Asia. 

In recent interviews, Finnish Foreign Trade Minister 
Jermu Laine and his Swedish counterpart, Mats Hellstrom, 
also showed conviction that a kind of “Nordic edge” in 
applied technology for telecommunications, computers and 
energy development (partly a reaction to Japanese competi- 
tion during the 1970s) will increasingly set the pace. 

Hellstrom linked Sweden’s export drive in Asia to in- 
creasing numbers of official and unofficial delegations criss- 
crossing the western Pacific, to increased technical assistance 
(including training schemes) in Southeast Asia and to 
boosted staffing for trade missions in Asia. Laine was more 
concerned to stress Finland’s purist market economy, noting 
that concessionary government export incentives do not exist 
— a policy stance Hellstrom said is “inappropriate” for Swe- 
den. 

Perhaps the most striking example of the Nordic readiness 
to come out and fight has happened in Japan, where Sweden 
has found a specialised niche in one of that country’s most 
forbidding markets. Working with Gadelius (which has been 
in the Japanese market for nearly 80 years), ASEA entered 
the world’s largest robotics market (Japan has more than 200 
plants producing 20,000 units a year) and the company now 
contributes more than 400 high-grade, micro-computerised 
robotic machines a year to that total, prompting one English- 
language Tokyo publication to describe Japan as “still a de- 
veloping country in the area of high-grade robots.” 

ASEA is now building a plant of 1,000 units-a-year capa- 
city to make a new generation of ASEA machines — “robots 
to make robots.” 


their network, with 10 Nordic banks in Singapore, includ- 

ing London-based Scandinavian Bank (owned by a con- 
sortium of Nordic banks) and newcomer Kansallis-Osake 
Pankki, which also has a branch in Tokyo. An increasing pro- 

rtion of capital flow to what most Scandinavian central 
anks still call *developing countries in Asia" has occurred 
over the past five years. 

Yet behind specific examples of Scandinavian sales and 
competitiveness lie broader assertions about the global mar- 
ketplace — and Europe's place in it. In a soon-to-be-pub- 
lished treatise entitled Pacific Dynamism — Threat or Prom- 
ise?. former Swedish trade minister and leading Moderate 
Party politician Staffan Burenstam Linder compares the 
Asian challenge to *a game for exchange for mutual benefit, 
competitiveness, technological edge, ‘friction,’ capacity to 
adjust and economic vitality." 

The Asia-Pacific resurgence, Linder told the REVIEW, has 
three dimensions in Europe — as "demonstration effect," as 
"growth pole" and as a "threat" prompting a "costly with- 
drawal into sulky and aggressive isolation when facing 
superior performance by others." Behind the apparent diver- 
sity of Asia's challenge Linder sees export-led, market eco- 
nomics as a common thread, and he slams “welfare-statists” 
who have hobbled Swedish competitiveness. Asia provides a 
"number of inspiring examples,” Linder added, “achieving 
rapid economic growth through methods which are replica- 
ble and sustainable, and not miraculous. 

"It is sometimes crudely argued that the old countries will 
be out-competed all around by hi-tech and low wages," Lin- 
der continued, “but this issomething not to fear. That Asia's 
skills have upset the existing pattern of competitiveness is the 
very basis of specialisation . . . just as they cannot produce 
everything, we cannot produce everything." In words sum- 
ming up the new Nordic mood, Linder concluded that 
"changes in comparative advantages are not synonymous 
with a net loss to [Europe]: a new competitor is a new cus- 
tomer!" o 


|: financial services, the Scandinavians have also spread 
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The troublesome 
temptation not- 
to try harder ^| — 


GG Gs lit a cigarette in a gas-filled room." This 





was the worried comment of an experienced 

Japanese trade negotiator after a visit to Europe 
this year. With a suddenness which has surprised everyone, 
the political consensus in Europe has turned against Japan. 
According to an insider in Brussels, the easiest way to get 
agreement in the Council of European Conimunity ministers 
is to take an aggressive line on trade policy towards Japan. 

This new hostility to Japan is in danger of spilling over into 
a more widespread protectionist attitude which could affect 
Europe's relations with the rest of Asia. Protectionism in 
Europe is already commonplace, but has been treated bv. 
many as something of which to be slightly ashamed. With tl 
new anger towards Japan, there is a danger it will becor 
respectable. 

What has changed in Europe is that its companies and 
politicians have stopped believing what the Japanese tell 
them. The Japanese have sometimes explained the inability 
of foreigners to sell manufactured goods in Japan in any 

quantity by saying that Euro- 
epean companies are not good 
enough 6r do not try hard 
enough. Europeans no longer 
accept that this is the real 
reason. 
The Japanese have also had 
a series of market-opening 
packages to make it easier for 
foreigners to sell into Japan, 
the implication gach time 
being that this time it will be 
‘niga ie for foreigners to real- 
y get into the Japanese mar- 
ket. But each time the foreign- 
ers still do not succeed and so 
yet another package ts brought 
along. There have been sevi 
packages in the past four years. The Europeans have come 
feel they have been strung along by a confidence trickster, 

British Trade and Industry Minister Norman Tebbit has 
openly accused Japan of *riding on the back of the open trad- 
ing system." He bis also warned that if the United States 
takes unilateral action against Japan, the EC might follow in 
an “attempt to prevent Japanese goods exqluded from the US, 
market from being diverted” to Europe. the latest EC 
summit meeting, a statement was issued calli pn Japan to 
increase "significantly and continuously" its imports of man- 
ufactured goods. The heads of government signalles (hat a 
new market-opening package would be welcome but Japan 
would be judged on one thing and one thing alone — results. 
Europe will be satisfied with nothing less than a major in- 
crease in Fipanese purchases. Any temporary boostystch as 
the buying of a few jumbo jets, will not do. 

A complaint about Japan to the General Agreement on 
Tariffs and Trade is being considgred,by the EC. This com- 
plaint would be unique and unp ented since it would 
claim that the whole structure of Japanese society was inimic- 
able to free trade. Officials at the Gatt offices in Geneva are 
in some doubt about how they could deal with such an intan- 
gible complaint. 

Gatt officials had hoped, in the wake of the economic 
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an countries BS especialy MOOD. South Ko re 
iwan. There is also massive peo in agri 
hailand has been affected here, as have Aus 
'alarid. Other protected industries include i iron, steel, 
d TV manufacture. Japan is often the target, some- 
“times. quite explicitly. Anti-dumping duties on aan 
hyd aulic excavators is a recent case in point; = 
wf the light of all this. it seems curious that the 


theoretically guided by philosophies of the free-trade sort. 
«Their. proclaimed liberal attitudes have had little impact on 


the degree of existing protectionism, This is partly because of 


political difficulty of hurting local interest groups and 


v because their trade policy comes under the EC um- 
la. But theif philosophica il preferences do represent a lit- 


ay of hope. 
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winning combination. 
that assured our 
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an international 
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Perhaps more than 
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panies give up before the 
not given up are BMW est Germ 
Siemens, the electrical and electronic 
West Germany. 









dustry told his nation's companies not to grumble about t 
Japanese, but to take up the challenge. BMW responded 
.. the call. As one BMW executive put it: “We are willing 








a year. Two years later, after putti: 
fort, BMW had doubled sales to 8,000, 

Share of foreign-car imports to 20%. But 8, 000 cars is stil 
tiny number i in relation to the total Japanese car ma 






















1 the car as it would anywhere else — on pre 






cars something of a cult following. But even with th 
je Japanese market. ——— 
Its comment on import. procedures — the che 
vhich many regard as a non-tariff barrier — is ty 
/ Ak Vili iid remarked: ' “We are inured to it witho 











'HE JAPANESE VIEW 


relationship 
of weariness 
and wariness 


By Charles Smith in Tokyo 
| urope's suspicions of Japan are returned bv the Japan- 
E ese — but Japan is in no way enthusiastic about Europe 
| as Europe is about Japan. Japanese trade officials com- 
_ plain that Europe seems to grumble almost as much about its 
-unbalanced trade relationship with Tokyo as the US, even 
< though the European Community's Japan deficit has been 
«relatively stable in the past few years while the US trade gap 
= with Japan has expanded dramatically. Officials and others 
— who deal with the political aspect of the relationship gener- 
ally start by stressing the sheer lack of content — at least by 
comparison with the immensely important Japan-US re- 
lationship. 








sion that nothing ever stirsin the Japan-Europe relatior 
Notwithstanding a marked lack of headlines, an 








A few years ago, the then West German n minister for lc 


v learn to speak Japanese — literally and in the metaphorical ‘a : 


< In 1982, BMW replaced its local Japanese agent with a a 
wholly owned subsidiary. Sales at that time were 3,500 cars 
ig ina considerable er 





at Germans i in the top marketing posts and pro- | 
nd flair. This policy seems to have succeeded in giving 


is clearly not impressed byi the openness of ; 


. Despite these grouses, it would be wrong to give the i im- :| 





eneral air of weariness on both sides, there are a signs that 
ommunications along the neglected third side of the triangle 


mann, is an MWS sapore í "A 


oe countries he oon it 


p BMW took the view that it must have Japanese staff, but US “This: 
found a great deal of difficulty in obtaining suitable people. n 
he local staff it it did recruit expected to do things the Japan- . 


linking Tokyo, Washington and Brussels may soon*become a 
little more lively. 

The position with regard to Japan-EC trade, the main ful- 
crum for Japan’s economic relationship with Western 
Europe, is that the surplus in Japan’s favour is due to expand 
again this year after shrinking marginally in 1984 (to US$10.1 
billion, according to Japanese customs clearance figurer 
from the previous year’s level of US$10.4 billion). The fai 
that the wider gap will result from a shrinkage of Japanese 
imports is dismal news for the EC, especially since Japan’s 
purchases from Europe seem to be reverting more and 
more to traditional food and beverage items and away from 
the sophisticated machinery the Europeans would like to 
sell. 

The good news is that the two sides 
ably have started talking to each other e construc- 
tively about trade problems that at any time m the past 
few years. The Japan-EC Trade Expansion Commitee, 
a body modelled on a similar US-Japan entity and original- 
ly proposed by Japan's Foreign Minister Shintaro Abe, is 
claimed by Japan to have got down to "serious and construc- 







àv just conceiv- 


| tive" business at its second session this year (held i in Fe&yoin 


May). 

Apart from hopes vested in the committee, Japan claims 
that its action programme on trade and economic policy, un- 
veiled at the end of July, should make life easier for Euro- 


pean traders. The programme's 1,800 tariff cuts include 70 
made in response to EC requests (though nearly 60 more 
items cited by Europe were not covered). Japanese officials 


also say that the simpler certification procedures for pharma- 
ceuticals that form part of the programme should open up op- 
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` The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 

Road, next to a cinema and bowling alley. Just 30 minutes’ 

-drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants * Nightclub e Disco Club 

e 5 Cocktail Lounges * 24-hour Coffeeshop * Shopping Arcade — 

_ * Airline Offices è Bank * Travel Agent and Car Rental Counters 
e Medical Clinic * Hairdressing Salon € 24-hour Room Service 

e Laundry and Valet Service 


Mandarin Recreation & Health Centre | 

e Gymnasium * Massage * Steam & Sauna Baths € Hydro-pool 
* Tennis * Squash * Swimming Pool ¢ Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities " | 

e Pillarless Ballroom (for 1200 persons) è Meeting/Exhibition/ 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- 
visual Equipment * Executive & Secretarial Services 

* Foreign Interpreters and Guide Service 


For reservations, please-call your travel agent or: 
e LEADING HOTELS OF THE WORLD 


Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 


Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
Singapore (65) 737-9955 

e UTELL INTERNATIONAL 
Hongkong (5) 295-591, Tokyo (03) 407-0564, Manila (85) 46-55, 
Singapore 338-3488. 





333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel. 


Telex: RS 21528 Manotel. Fax: 7322361. Postal Address: Killiney PO. Box 135, Singapore 9125 


Managed by Mandarin Singapore International 


MSI Regional Sales Offices: New York (212) 838-7874 * Los Angeles (213) 627-0185 


? London (01) 583-5212 © Sydney (02) 276677 * Tokyo (03) 584-4250 
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‘REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struagling to maintain 
advertising volume, the Re- . 
view carried more advertising 
than at any time in its 39-year 
history. 





More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their | 
message, representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 


more. 
+ 


As the world’s premier publi- - 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. e 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 

















X with Europe, Japanese officials take 

point out why they feel that the present imbal- 
great extent, Europe's fault. The EC is accused 
g difficult to negotiate with because it cannot set an 














EC in 1984 “we simply had to decide for ourselves which was 
.the mosf important," one Foreign Ministry official told the 
— , Another familiar grouse is that European countries, espe- 






= the Japanese market. Small European nations such as Nor- 





|. forts in Japan, but bigger ones are accused of being compla 
4 cent. The fact that two West German car companies, BMW 
`: and Mercedes Benz, have succeeded in penetrating the Ja- 
* panese market for luxury cars is often cited as evidence that 
d European car makers could have done so if they had 
tried. | | 













. Europe as far as the global security of both sides was con- 
 cerhed. Japan began insisting in late 1982 that any negotia- 
, tons with the Soviet Union on the reduction of intermediate 


$. 







= just on the balance between the Soviet Union and Europe. 





ince @okyo took this position there has been a percepti- 





! defence contacts between the two sides. Japan sought 


^to use the Western European Union (WEU)asachannekfor | 
promoting defence contacts with Europe when it invited the - 
WEU deputy director-general to Tokyo in January 1985. At - 


> bilateral level a series of quiet exchanges seems to have 
en taking place with senior Foreign Ministry officials re- 
., nsible for defence matters in France, West Germany and 
Britain. | ! 
At present, Japan seems highly unlikely to be able to 


transfer defence technology to any European nation, or to ; 
any multinational organisation if asked to do so (whereas 


such transfers are now possible with the US). A way round 
this problem, however, could be found in the shape of coope- 
ration between Japan and the recently mooted 17-nation 
Eureka project to develop both civil and defence technology. 
If Japan participates in the project it could at least find itself 
transferring some dual-use technologies to Western Europe. 
Apart from remoteness and the lack of any solid founda- 
tion, such as that which exists with the U S, Japan's relations 
with Europe seem to be inhibited by the problemeof how to 
 deal.with European regionalism. Most foreign observers feel 
that Japanese officials are still more at ease dealing with 
‘Europe on a country-by-country basis, yet increasingly 
ye seeks to conduct the relationship via institutions such 
:C. Japan's difficulties in adjusting to this are sym- 
y the' division of work within the Foreign Ministry 
st European Affairs Division" corresponding 
| EC Six and a Second Division roughly 
o Efta (the old European Free Trade Asso- © 


















istic about the future of. | 4 





rder of priority among the various trade requests it presents. 
Japan. (In the case of 128 tariff-cut requests listed by the 


cially large ones, do not “really try™to sell their products in 


_way.and Belgium are given high marks for their marketing ef- 





20 intermediate-range missiles in Europe and Asia forced - 
apanese to realise that they were in the same boat as . 


» missile strengths should focus on the global balance — not 






Me — though not highly publicised — increase in | chi 


Europe concerned. Memory chips are the easiest type o 


| means having the 4 megabit DRAM available before the. 
of the decade. And while Siemens and Philips are Euri 
main contenders in advanced electronics, there are r 








. markets. Ferranti of Britain is a leader in bipolar ch 
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Ti: most worrying failure of Europe in the past decadi 















has been its failure to keep up with Japan and th 

United States in the interrelated areas of electronic 
computers, silicon chips and telecommunications. It is worn 
ing both because these areas are growing so fast and be- 
cause electronics and computing power are becoming a no 
mal part of more and more manufactured products. li fol 
lows (those in the industry argue) that countries which lead 
in. making electronic parts will also lead in making man 
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-too much worry.) WIRE ve 

more important area is in the development of 
ips, now used in all sorts of products from cars to w 
machines, from robots to printers and from computers to te 
tile machinery. The failure to keep up with Japan and the | 
in this field is what has both companies and governments 




































with which to measure the progress of the competition 
Japanese have become dominant in the relatively new 2: 
dynamic random-access memory (DRAM) chip (which. 
retain 256,000 pieces of information). This chip is set to take 
over fromthe 64K as the most commonly used chip worldwide. | | 


















iemens, the major West German electronics company 
acknowledges that it is about two years behind thi 
Japanese in this kind of chip. But after being slow to at 
tack this particular market — harbouring cash rather than in 
vesting it — the West German giant has now become de 
mined to counter-attack. It is putting its considerable 
sources (it hasea research and development team of "more 
than 30,000) towards catching up. Siemens’ stated aim i tc 
cut the lead of the Japanese in the next product, the | 
megabit DRAM chip, down to only one vear. 
And beyond that, Siemens, in cooperation with Phi 























d E 
aims to draw abreast of the Japanese competition in proc 


ing the product following — the 4 megabit DRAM chip. T 




















other, smaller companies which have their own nic 


Companies both big and small are being help 
| its fo respond to the Japanese: 
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3rmment, for instance, is hoping h up by lei | 
» the next stage of computing technology. It is sponsoring 
esearch into the fifth generation of "intelligent" computers 
ind. software through the Alvey programme, a direct re- 
sponse to the Japanese programme in the same field. 
Indeed, this programme has several features reminiscent 
of Japanese research programmes. It is government targeting 
of research into a new product area. It promotes collabora- 
ion among companies at a pre-competitive stage. It brings in 
he research capacity of universities in combination with the 
companies. And it effectively designates which British com- 
panies will follow up which kinds of research — thus prevent- 
ng overlapping and wasted research which a small country 
such as Britain cannot afford. 
~ "Thus Racal, a leading British electronics company, will be 
funded to research advanced mobile com- 
munications, while other British elec- 
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Concorde: hi-tech : 





is not always a success. 























tronics companies, normally Racal's rivals, will not. This is a 
ew kind of government management, a kind of "Britain 
nc." to fight back against "Japan Inc." Whether the British 
nentality is suited to such organisation and whether the pro- 
gramme will be effective remains to be scen. 
~~ A similar kind of project has been started on a European 
cale, called the Esprit programme. And coming on the heels 
yf these two programmes is another proposed pan-European 
programme called Eureka. This is a response to the Ameri- 
can “Star Wars" programme. It is intended t stimulate re- 
'search into new technology, including information technol- 
y, which, so it is hoped, will lead to innovative industrial 
ind consumer products. 
- Tt must be said that the history of pan-European coopera- 
ion is not altogether encouraging. Only recently, negotia- 
ions over creating a new European fighter aircraft have bro- 
ken down. It must also be said that the involvement of gov- 
























ssful. The Concorde supersonic passenger aircraft is an 
ample of how well-intentioned government support can 


start in the wew electronics, Europe certainly intends to fight 
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ernments in business in Europe has not always been very suc- | 


ead to an expensive, unprofitable product. But after a bad 
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the left-arm tan ` 


By lan Buruma in Hongkong s 


ne of the prime characteristics of a:status symbol is 
that it is just that: a symbol, divorced from all practical 
or functional considerations. Like the traditional 
Chinese custom of binding women's feet, the less practical, 
the higher the symbolic value — practicality, after all, is for 
the servants who take care of one's daily needs. A prime 
example is the Fabergé Easter egg. Every year from 1884, the 
Russian Tsar would commission from the Leningrad jeweHer 
Fabergé an Easter egg made of priceless jewels. These beau- 





tiful but entirely useless objects became the rage among 
European royalty. They were the ultimate status symbols... 


uw 


-Fabergé's fabulous studios had to close after the Russian 
Revolution of 1917. The founder of the firm, Peter Carl 
Fabergé, died in exile in Switzerland. But the name still lives 
on, in a manner more appropriate to our times of hard com- 


merce and mass production: as a brand of cosmetics. Fabergé: 


it has the sound of luxury and European elegance. It is am 
image that sells, especially in up-and-coming Asian countries. 


with highly status-conscious populations. d 


Mass-produced status-seekinig, though less exclusive than 
the royal taste for jewelled eggs, often shows the same con- 
tempt for practicality. In the 1960s there was a phenomenon 
in Japan called “the left-arm tan.” Steering-wheels in Japan- 
ese cars are on the right, so sticking one’s arm out of the win- 
dow on a sunny day inevitably results in a tanned right elbow. 


Only an imported European car, with the wheel on the left, 
could offer the inestimable prize of a left-arm tan, as a con- 


summate badge of affluence. Unfortunately, some of the 
most desirable high-status cars in those days were British, 
with steering-wheels on the right. So the most dedicated 


‘status seekers insisted on having their Rolls-Royces and 
















‘Royce, it is true, but most people, whether from Taiwan,- 
. Singapore, Hongkong or Japan, can buy themselves a bottle 


|- certain cachet, their image has changed in a subtle way. = 


Jaguars especially rebuilt at great expense — what, after all, 
was the point of having a foreign car if one could not have a 
left-arm tan? ?— X3 — d 

Apropos of cars, it is interesting to see how certain makes- 
have taken over from others as status symbols. Japanes 
gangsters and sports stars, as in most places simple lads with 
expensive tastes, used to buy flashy American cars. The. 
Cadillac or the Lincoln Continental were the typical badges 
of new affluence. These days, however, one rarely sees these 
oversize and thus impractical — in Asia, that is — vehicles 
any more. Now, every self-respecting nouveau riche drives a 
Mercedes Benz. l 

This shows how the Asian riche are no longer quite so 
nouveau as they were; even gangsters realise that. American 
cars are too ostentatious. Mercedes cars are expensive, but. 
have the image of traditional German engineering and quiet: 
elegance. For the same reason, successful gangsters or stars 
now wear discreet but well-cut Italian suits instead of the 
flashy silk qutfits such men used to sport. 


4 ^ PI * 


Foreign luxuries used to be the privilege of the upper: 
classes. This is still true in many parts of the world, especially | 
the communist world. In capitalist countries, however, the. 
image — if not always the substance — of foreign luxury is. 
now accessible to many. Few people can afford a Rolls- 


of VSOP brandy. But though.European products still have a 



















. Before World War Il; "E ean” was virtually synon 













| 
| 
| 
| 
| 


Ne 


i 
i 
i 


! 
i 
1 
1 
i 


| 
! 


| 


| 
| 














8, k. an " 

cars and took snaps € 

T ; | of this mentality still 

‘mains. In many Asian homes an unopened bottle of VSOP 

-| 18 stil prominently displayed next to. or on top of the brand- 
| new TV set. The chances are that süch bottles remain un- 

-opened*they’are merely symbols of modernity, 

.. The idea that Europe is still best is perhaps especially pre- 
valent tri ex-colonial countries. Middle-aged Indians, Malay- 
siang and Singaporeans — the kind of people who like their 

" cffffren to speak the Queen's English — still cling to their 
breakfast diet of toast and Cooper's Oxford marmalade. 
Affluent Indonesians, some of whom still take evening class- 

. esto keep up their Dutch language, a useless status symbol if 

| -there ever was one, remain fond of sprinkling van Houten's 

- chocolate flakes on their bread in the morning — a habit they 

|. share only with the Dutch themselves. : 

| After the war, however, the United States took over the 

image of modernity from the old colonial m 
powers. And today, particularly in East and | 

| Southeast Asia, Japanese products, from TV 
| sets to. fashionable clothes, have the most 

-" modern image. This can be seen clearly in 
|. fongkong, the capital of brand names. The 

["city, once notable for its cricket grounds and 

elegant colonial architecture, is now domi- 
| nated by advertisements for Japanese pro- | 

|. ducts, Japanese department stores and Ja- | -a 

panese fashion boutiques. Certainly, the sss fee 

| Japanese themselves hardly look to WES COG 
Europe anymore for modernity, with the Wy 
possible exception, of such “fads as punk ! 
fashion... | | l 
On the contrary, it is now Europe's “olde ¥ 

-= worlde" charm that sells. Advertisements for 

| European products stress tradition:. landed 
|. aristocrats in tweeds drink fine English teas; 
. elegant French lounge-lizards sport expensive 
| watches, drawling such cliches as “magnifique”; V 

| Italian film stars kiss the hands of evening-gowned V 

| beauties @utching Louis Vuitton handbags before. M 

|. speeding away in Alfa-Romeos. A recently popular | 
. alternative to this type of cliche, in Hongkong and 

| Japan, is to have Chinese or Japanese models drink- scit 

. ing tea, sporting watches and kissing hands — but in those 

* same exotic European locations. ITE - 
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M V ese, particularly, go in for this. They make everything 
' Europeans do, usually better. But a Japanese brand of cof- 
fee, say, lacks the cosmopolitan air to make it a proper status 


symbol. The solution is to fly somebody like French film star 


. Alain Delon over for a small fortune to endorse the brand in 
a local. TV advertisement. One of the most controversial 
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Louis Vuitton sales progress SALES BY AREA 
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Luxury goods advertised in the Review: — 





‘nother variation on this theme is to hire Westerners to .| panes 


| lend an international air to local products. The Japan- | and business relations. It isa nice way of saying, "Pls 


_ panese businessmen are forever engaged in a game of o 
. upmanship as to who is more obliged to whom. Gifts mus 
. reciprocated, but a return present of lesser value would ber 








|. Expensiveness only has its charm in the case of gla 
^|. products. And contrary to what the Japanese woul 








the British prime minister, was desperz 
sell British products. P AG | 
-` An interesting aspect of these advertisements is th: 
European languages, usually English, but sor 
French. Foreign phrases are used in Japan for their « 
sound. Japanese copywriters come up with ludicrous slog 
in English to advertise almost anything. "Let's do sports vi 
lent all day” is one well-known example. These phra 
everywhere: on shopping bags, T-shirts, restaurant menu 
and shop windows. Nobody knows what they mean, but they. 
sound good. It is a new version of English, only known in. 
Japan. The fact that foreign stars can now sometimes be sect 
endorsing Japanese products in this type of creative Englisl 
illustrates how much image has usurped reality; for, in effect 
these foreign stars are made to imitate Japanese imitating 
foreigners. d 
Image, however, is not the only attractive thing about 
European products. Even more important, perhaps, is their. 
: sheer expense. Tobe” 
able to afford more 
than your ne 
heightens your 
tus. Advertiser: 
up to this k 
snobbery. Hor 
TY viewers, 
example, are as 
to buy Haagen 
we cream. ( 
Brooklyn, NY 
deliberately gis 
European-sounc 
name for the 
appeal attache 
cause it is the 7 
expensive ice cre 
in town. Wh 
importers of. 
Walker whisky 
Japan decided : 
time ag rir 
price of its Red Ta 
brand down to 
same level as k 
i brands, sale: 
r had the same snob appeal. 
| practical reason for this. East Asians, 
e in particular, customarily exchange pifts to ease so 





A 





























Vteshimerimenspti ien dar nr a i t SH neran Vd 


WHY THE OWNER 
OF A PATER PTULIPPÉCH AS MURI 
THAN JUST MONFY'S WORTH 






















MA IR OMEN eld vei reir mtr Harm Mt Pere 








uas 



































Mnp eect hiva Resio = 


Tarenna iiaa eai nse aai A Anin tet A AA a anaa n aN Pa aaaea es AEREA fh gr dye ks 


iniri 





tradition and expense. 
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your back if you'll scratch mine" — some misguided Euro 
peans might call it bribery. Favours create obligations an 


insult, while a more expensive gift creates an obligation. Be- 
cause of this people must be highly price conscious. An es- 
perienced giver and receiver of official presents can tell ata | 
glance how much something costs. This is where European _ 
luxury items often come in. They are expensive and thus | 
ideal for obligation-making gifts. To bring down the price of 
such products as Scotch whisky, Swiss chocolates, Italian ti 
and so forth, is to misunderstand their purpose. _ : 
This does not mean that tariff barriers are a great! 
































believe — and what Japanese Prime Minister Yasuh 
akasone told his own people on TV (REVIEW, I8 Apr 
Surope produces more than luxury items. Exper 
. wonders. with French soap. but it kills Sw 
cals, German high technology or Brit 
Y American beef, or Korean 

























THE PROFESSIONALS 


A post-colonial 
boom for the 
Euro-bankers 


By Robert Cottrell in Hongkong 


€Six days, I think, from Colombo to Singapore, where we 
were met by recent friends from London office, drank gin 
slings, went bathing from Dudley's little bungalow some 
miles away on the coast, stayed overnight in the Bank Mess, 
marvelled at the very fine new Bank building, and were in- 
troduced to Mr (later Sir John) Peter, just come from 
Hongkong — a brilliant banker who put the Bank right on 
the map in Malaya. 

We were due to reach Hongkong in the early morning, 
and I was up on deck soon after dawn to see our entry 
through the Lyemoon Pass, which was so narrow that ti- 
gers would swim across the strait . .. Sentiments bubbled 
up in me as they do in youth. This was the start of what 1 
vaingloriously considered my "career" — the Golden East, 
the head office of the Hongkong Bank, at once my refuge 
and my stepping-stone to affluence, I hoped . . . I might be 
sent anywhere — turn to the right and I'd be in Manila, what 
about Siam and the Frenchness of Indo-China, straight 
north to Shanghai, the mart for all North China, even 
perhaps to Peking. Peking — there would be a city for ad- 
venture and wonder.? 

— from the Hongkong Bank's Oral History Projects, 
published in Francis King's Eastern Banking. 


would-be bankers and sharebrokers shipped out 60 years 

ago to an Asia still then largely composed of colonial ter- 
ritories. They came because of the high wages; because times 
were hard at home; because "localisation" had not reached 
the professions; because, while rubber and tea might come 
from Asia, finance capital came from Europe. 

Successful financial institutions tend to outlast their con- 


i t was with more enthusiasm than sophistication that young 





Singapore Stock Exchange: internationalised than Hong ong S. 


Tah apto 


temporaries in other sectors. The Hongkong and Shanghai 
Banking Corp. is at least as powerful now as it was 60 years 
ago, and its head office still stands on the same site in Hong- 
kong. It has become more of a Hongkong institution, with 
what is generally reckoned as only a tiny percentage of its 
share capital held in overseas hands — though top manage- 
ment remains an expatriate fief. 

Its British Empire rivals, Standard Chartered Bank and 
Grindlays Bank, are both still doing active business through- 
out Asia, though control of Grindlays has passed from Lan- 
don to Melbourne, where it is now a subsidiary of “ANZ 
Bank. The Belgians, Germans, French and Dutch have | 
since withdrawn their soldiers from the east, but they have 
left their bankers — though Banque Indosuez, for example’, 
is now doing rather more business in Hongkong than it is in 
Hanoi. 

If colonialism brought the first European financiers to 
Asia, it was Asia's own late- and post-colonial prosperity that 
brought the succeeding waves. Japan, SoutheKorea, Singa- 

ore, Hongkong, and Taiwan provided individually and col- 
lectively an astonishing example of economic resurgence 
through manufacturing and trading prowess. Thailand, Ma- 
laysia, the Philippines, Brunei and Indonesia, which now, to- 
gether with Singapore, form Asean, possessed the natural re- 
sources needed, not only by other nations within the region, 
but by the Americas and Europe too. 

Perhaps because resource-rich governments saw them- 
selves as much in the business of husbanding as creating 
wealth, it was in the more liberal and cosmopolitan manufac- 
turing economies that Asia’s financial centres developed. 
Hongkong and Singapore both rate themselves Southeast 
Asia's financial capital. Hongkong in particular likes to claim 
for itself the role of financial centre of the Far East, third only 
to New York and London in the world, though that title be- 
longs properly to Tokyo. Hongkong has 44 local banks, 96 
foreign ones with full branch status, and 112 foreign bank 
representative offices. Singapore as of the end of 1983, had 
122 commercial banks of all types. 

Hongkong's stockmarket has just one big local broker, 
Sun Hung Kai & Co. — and even that is 25%-owned by Mer- 
rill Lynch, the US financial-services group. The top-ranked 
competition is almost exclusively European in parentage, 
though with a high proportion of local staff. . 

Jardine Fleming, a diversified investment bank, is half- 
owned by the London bank Robert Fleming, half by the Bri- 
tish-run trading group Jardine Matheson Holdings. Hoare 
Govett, de Zoete 
and Bevan, Vick- 
ers da Costa, 


I. Carr (Overseas) 
and Rowe and 
Pitman all figure 
among the more 
important stock- 
market operators. 
All are British in 
origin and style, 
even if recent up- 
heavals in the City 
of London have 
seen their owner- 
ship diversify — 
Vickers to. be 
bought by Citi- 
bank, Hoare Go- 
vett by Security 
Pacific, James 
Capel. by -the 
Hongkong Bank. 

Singapore's 
stockbroking 
community is less 
internationalised, 
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because full stock-exchange member- 
ship is confined to local firms. Despite 
that, the high level of London interest 
in Far East stocks makes it worth- 
while for brokers such as Hoare Go- 
vett, James Capel and Vickers da 
Costa, for example, to maintain sub- 
stantial representative offices in 
Singapore , producing original re- 
search material. 
-, Among other Asian nations, Ma- 
laysia also excludes foreigners from 
. aj stockbroking status, though 
creeping change may soon be under 
way as the indirect result of initiatives 
to "corporatise" brokerage partner- 
ships. Taiwan and South Korean stock- 
markets are cloaked in official protec- 
tions and regulations whose effect is 
to restrict foreign portfolio invest- 
ment to authorised trusts. 

The Thai market is more open, but 
heavily taxed. A British stockbroker, 
T. C. Coombs, and a British investment manager, GT Man- 
agement, are among the few foreign institutions to cultivate 
expertise in Thai stocks, but the field may now be opening 
wider with the decision by Merrill Lynch and British stock- 
broker Cazenove and Co. jointly to establish a Thai invest- 
ment fund. 


thing but a hardship post. Salaries and cost-of-living 

allowances are generous by all but Wall Street stand- 
ards. The business climate,is generally more buccaneering 
and less snooty than, say, Frankfurt, Paris or the City of Lon- 
don. There is more latitude for speculative and insider trad- 
ing — there is, indeed, often no alternative. Big profits can 
be made, both for oneself and for one's firm, d people who 
hit the right cyclical phase or nap the right stock. 

In overall cash terms, however, even Hongkong and 
Singapore are sideshows compared with the one big world- 
cłass Asian stockmarket, that of Japan. The Tokyo 
stockmarket is, by capitalisation, three times the size of Lon- 
don, angi almost half the size of Wall Street. It is five times the 
size of Hongkong and Singapore put together. It has also re- 
mained, for European institutions in particular, the most tan- 
talisingly difficult of all foreign centres in which to operate 
profitably. 

Official regulations make a lot of things which foreigners 
would like to do in Japan simply illegal. Much of what is legal 
in theory is difficult in practice. And where something is both 
legal and possible, Japan's own powerful financial institu- 
tions make for some tough competition. 

American institutions have found Japan more tractable, 
partly because they have big capital, partly because Wall 
Street has been an important model for both the earlier regu- 
lation and now the gradual deregulation of Japan's financial 
sector. Salomon Brothers and Morgan Stanley are conspicu- 
ous examples of foreign securities houses operating success- 
fully in Japan; Citibank and Chase Manhattan of commercial 
banks; Boston Consulting Group of management consul- 
tancy. 

Part of the reason European financial institutions 
have found Japan so difficult is that the cornerstone of Japan- 
ese'financial regulation is a separation between banks and 
securities houses which, though now blurring at the edges, 
survives both in principle and in mainstream practice. Some 
of Japan's own institutions profess to find it vexatious: 
the. worldwide trend away from straight lending towards 
negotiable debt instruments is causing both banks and secu- 
rities housés to fight for turf. Foreign institutions, locked 
into domestic regulatory structures which differ from those 
of Japan, find themselves fighting endless bureaucratic bat- 
tles. 


F: the 5 ts tmn stockbroker, Asia is generally any- 
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For instance, ë 
Barclays Bank of 2 
Britain is, in Ja- = 
panese terms, à : 
bank, and not a 
securities house. 
So, to the public 
frustration of 
Lord Camoys, 
head of Barclays’ 
new-look securi- 
ties unit, it has 
so far proved im- 
possible to win a 
securities branch 
licence in Tokyo 
for de Zoete and 
Bevan, the Bri- 
tish stockbroker 
which 
controls. 

This exclusion 
can scarcely be a 
reflection on the 
Japanese opinion 
of Barclays skills | 
or probity, since 
the British bank 
has recently been 
authorised to begin trust banking in Japan, a signal pri- 
vilege shared with only eight other foreign banks. It is à 
matter. of regulatory form, which has along the way be- 
come linked with another regulatory problem, the desire 
of Japanese stockbrokers to do banking business in Lon- 
don. 

The Bank of England says that foreign institutions owning 
banks in London must report to bank regulators in their 
home countries. But the Japanese securities houses report to 
securities regulators, not to banking regulators, in Tokyo's 
Ministry of Finance. The Japanese bureaucrats do not want 
to blur that line, so the securities houses are excluded from 
London banking, and the atmosphere is soured for British in- 
stitutions seeking securities branch licences in Tokyo 

It might be argued that Barclays. in particular, should 
scarcely be accusing Japan of inflexibilty, when its trust- 
banking licence represents the widest-ranging licence avail- 
able to any banking institution in Japan, domestic or foreign. 
It means, for instance, that Barclays can do types of banking 
forbidden even to Japanese majors such as Dai-Ichi Kangyo 
or Sumitomo Bank. In particular, Barclays and the eight 
other licensed foreign trust banks can pitch fosmanagement 


Barclays 


Chartered Bank, Singapore and Hongkong: 
Asia is a good customer. 
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of Japanese corporate pension funds, and operate the popu- 
lar stockmarket investment accounts known as tokkin 
funds. Trust banking is a high-overhead, long-term business, 
but a linch-pin job in the world's second-largest domestic cap- 
ital market. 

Few foreign banks make money in Japan: retail customers 
are too expensive to service, corporate customers are reluc- 
tant to break or dilute established relations with Japanese 
banks, which they can count on for a broad range of advice 
and services in good times as well as bad. Foreign banks must 
look for niches: one long-time popular source of business, 
now waning, was lending to loan-sharks, an occupation 
which Japanese banks found too risky or too distasteful; 
foreign companies doing business in Japan, or Japanese com- 
panies doing business abroad, are other obvious entrées. 

Even skimpy business is enough to keep most banks hang- 
ing on, however, because none dare risk opting out of Tokyo 
just as it begins its rise to financial supremacy in Asia. It is not 

ust that liberalisation of Japan's antiquated securities and 

anking laws may in time make it easier to do business there. 
More important, the yen is gaining stature as an international 
currency at the expense of the US dollar. US banks’ interna- 
tional lending is being squeezed by bad debt experience in 
South America, voracious domestic credit demand, and re- 
sulting high interest rates. Japan is, thanks to its vaulting 
trade-account surplus, earning more capital than it wants to 
save or invest at home. 

So far, much of the capital outflow has been spent on buy- 
ing US Government securities: but the indicators are of an in- 
creasing proportion being channelled into Euroyen lending 
and borrowing (Euroyen are yen held outside Japan). Japan- 
ese banks are already the largest single national group of 
lenders in the London Euromarkets; their profile is high in 
Singapore, Hongkong, and in China financing. For Euro- 
E banks accustomed to lending and borrowing in 

urodollars, from a London-centred market, the prospect 
beckons of a growingly powerful rival market denominated 
in yen and centred on Tokyo. Access to yen funding, experi- 
ence in trading yen assets, and operational links with big Ja- 
m banks will be the key to success in Euroyen finance. 

ith that prospect in mind, Tokyo offices may be expensive, 
but they are scarcely a luxury. 


their youth, hard-headed cynics in old age. Their 

modern successors are for the most part short-stay ex- 
patriates who live in a world of high finance so inter- 
nationalised that Tokyo has functionally more in common 
with London and New York than, say London with Birming- 
ham, New York with Phoenix or Tokyo with Kyoto. Per- 
haps the last great romantic territories left open to explore in 
the business sense are India and China, both growing gradu- 
ally richer and more liberal. 

India already has its foreign banks, but taxes their profits 
heavily. China allows them representative offices, but, with a 
very few exceptions, no opportunities to do any real busi- 
ness, though international bond-issues (one was recently 
mandated to Deutsche Bank) may soon improve this picture. 
One of the most curious spectacles of modern finance is the 
agglomeration of 50 foreign banks, each spending about 
US$250,000 annually to maintain a representative office in 
China, almost all with nothing yet to show ebut goodwill. 
India seems, by comparison, to be underrated. As in China, 
there are signs of a changing governmental mood, and evi- 
dence of an increasing prosperity. 

Asia has been a good customer to Europe's financial ser- 
vice groups, offering a growing and diligent customer base. 
British, French, West German and Belgian banks in particu- 
lar have been able to lend aggressively into Asia without 
credit risks remotely Ponbarsblé to US banks lending into 
South America. So far, Europe and the US have both con- 
tended profitably for Asia's financial markets. The question 
for the coming decade is how successfully the struggle can be 
waged against the overseas expansion of Japan. 


Te early European financiers in Asia were romantics in 
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How Europe 
goes to work . 


in East Asia va 





By Correspondents 


any European companies have taken the plunge into 
the Asian market in the biggest way possible — 
through direct investment. The leaders are Asia's 
former colonial powers, Britain, the Netherlands and 
France, and there is even a residual Spanish influence in the 
Philippines. But the West Germans are also ntajor players, as 
are the Scandinavians. 

An exception to the "old colonial" rule is Indonesia, 
where the Dutch had pride of place until the late 1950s, when 
then president Sukarno closed down many Dutch firms while 
the Netherlands and Indonesia were fighting over West 
Papua, now the province of Irian Jaya. They have never reco- 
vered their position, as evidenced by the lack of a Dutch fi- 
nancial institution among the foreign bank branches operat- 
ing in Jakarta. 

The strongest European countries in investment terms 
now are Britain and West Germany followed by France, the 
Netherlands and Italy. But no country is favoured especially. 
"The Indonesians are attracted to anyone who has money,” 





Indonesian cement plant: squeezing Blue Circle. 


said a West German businessman. This factor, plus the per- 
ceived arrogance of representatives from some of the larger 
companies in the industrially strongest European nations, 
give smaller countries with appropriate technology for In- 
donesia a chance to carve out a niche for themselves. Fin- 
land and Spain are two countries which have benefited in this 
Way. 
Although European companies on the whole feel their in- 
vestments in Indonesia have been worthwhile, dorgestic- 
market problems have hit some of them — such as motor- 
vehicle assemblers like France's Renault and Peugeot and 
West Germany's Daimler-Benz. And British cement pro- 
ducer Blue € ircle, with a large investment in North Sumatra, 
is finding itself pinched by Indonesian-owned producers in a 
heavily over-supplied market. 

Not only Dutch, but all European companies operate at a 
historical disadvantage in Taiwan. European nations lack the 
strong ties with Taiwan that the United States has maintained 
since 1949, taking the role of Taiwan's chief diplomatic and 
military protector. As a result, US companies have held a 
commanding position there since the 1960s. European com- 
panies have also been held back by their governments' closer 
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a Le the domestic market 


Roy ded pone its rue pro E 3 
ducts, and Peugeot and Renault, which |. 


vs 


ave licensing agreements with local 
manufacturers which assemble knock- 
down kits for the domestic market: 


. West German companies include the. | | 


Múnich- based Siemens AG, telecom: 


| munications systems, and the pharma- |f 
ceuticals giant Hoechst AG, which im--j- 
iy bulk materials for processing. and. : 


ela gest Dutch company is Philips ql 
ich manufactures an assort- 


MW ith four Shae around t 
, the company has invested | 
T$1.47 billion (US$36.75 million). 
; The deci iS much the same in l South 


the 1980s its ; combined share of total- : 
'ctinvestments has shown än pas va 


id, from the in 1981 to 12% a 


| jer 
jal West German ao ite fits : 

oecBst and Bayer, have been 
ing for the local market sin 
0s. Another important Europea 
or is Philips. : 


ypedins ves arg ; mom 
| jects were approved valued at 


million; second was Switzer- | 


$ nis pi a ee four at US$18.448 million, 


|^ and third: Britain with two at US$4,023 | 
million. Last was West Germany with | 


. thtae projects worth US$3.614 million. 


‘In Hongkong, despite its status asa 


: colony of a European country, Euro- 


|. pean firms also do not have a high pro- 


| filez The vast majority of industrial en- 


| terprises are locally financed and man- 
| aged, and those that are not are mostly 


unded from the US or Japan (as of 
984, 53.7% US and 21.1%. Japanese), 
"with the colonial power running a poor 
third at 6.9%. But other European na- 


tions do invest in Hongkong, notably | ] 
the ‘Netherlands (2:896) and Switzer |. PE 
land, with the Netherlands involved in |. 
electronics; (Philips is a producer) and- 

erland in the territorys huge || 


Swit: 
watch industry. And Denmark's United 
Breweries has a 50% interest in the 
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INSEAD 


The EURO- ASIA CENTRE i is an independent, non-profit making organisatio 


| INSEAD, Europe's largest international business school in Fontainebleau, France 

|p. the years, almost 2,000 executives have participated in seminars run by the Cer 

EB Europe. and Asia and taught by faculty members, many of whom have lived and w 
> as managers, academics and consultants in the region. 


— Over th the next 12 months, the Centre will organise the following programmes: 


OPTIONS & OPTIONS ON FUTURES — A PROFESSIONAL WORKSHOP 


For managers in Asia — Singapore, 3 and 6 September, Hs. 


STRATEGIES FOR PACIFIC ASIA 


‘For European senior managers =- "Follminebleau, from 2 10 4 October, 1% 


and from 23 10.23 April, . 


HIGH TECHNOLOGY DEVELOPMENT & MANAGEMENT IN JAPAN: STRATEGIES & SKILUS FOR EUROPE 


‘For FUOD managers — Fontainebleau, fne 30 September to 4 On 


STUDY! Mission T0 CHINA. 
. For European managers — Hong Kong and PRC, from I3 10 36€ 


DEV ELOPING BUSINESS IN CHINA ` 
> For European managers — Fontainebleau, from 6 to 8 Novens ber 


| T HUMAN RESOURCE MANAGEMENT IN ASIA 


| For Asian and European managers — Singapore, fram 9 (o 13 December, | 


— Hong Kong, from HE to 18 April, | 
d JAPANESE INTERNATIONAL MANAGEMENT PROGRAMME ' 


For Japanese managers — Tokyo, from 16 to 20 December, 16 


y SES STO: JAPANESE GLOBAL STRATEGIES: 
2 For European managers — FOnidinePHaN, from 1010 14 February, 


MANAGEMENT & MARKETING SKILLS FOR THE GROWING EC NOMIES OF ASIA 
nm For European managers —H m ainebleaù, from 10 to 14 Februar y. 


munen PEOPLE & CHANGE IN ae eens 


For A. sian rand European managers — Singapore. from 17 to 2 


STRATEGIC PLANNING IN ASIA 
For Asian managers -= IRS from 24 to 2 


WHAT CAN ASEAN ENTERPRISES LEARN FROM JAPAN? 


Fori managers in ASEAN countries — Singapore and Japan, from 4 to 13 April. . 


ASIAN SENIOR EXECUTIVE PROGRAMME 


? Marek, 18 


$ March, P 


For Asian senior executives — Fontainebleau, from [4 io 23 April, 1986 


EUROPEAN COMPETITIVE STRATEGIES FOR JAPAN 


For European managers — Fontainebleau, from 16 to 18 April; 1988 


BUSINESS OPPORTUNITIES OFEUROPE æ 


For Asian international executives — Fontainebleau, from 21 to 25 Aprii, [9 


INDONESIAN ADVANCED MANAGEMENT ROAA, 


n | Boulevard de 108 Ee 
E 77305 Fontainebleau, France 


> Telex 690389 — Telephone (6) 422 4827. 
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local Carlsberg Brewery. Hongkong, meanwhile, is mak- 
ing continuous efforts to attract more European invest- 
ment. 

European as well as other foreign investment in the 
Philippines is virtually at a standstill following uncertainty 
about the health of President Ferdinand Marcos; the assassi- 
nation in August 1983 of popular opposition leader Benigno 
Aquino, and finally the moratorium on the nation's external 
debi principal payments in October 1983. 

At the end of 1982, the year immediately preceding the 
worsening of the debt-related financial crisis, European in- 
vestments, as monitored by the Central Bank of the Philip- 
pines, included US$93.24 million from the Netherlands, 
US$84.78 million from Britain, US$42.01 million from 
France and US$21.01 million from West Germany. 

As the top two European investors, the Netherlands and 
Britain share equity in at least two resident companies. 
Pilipinas Shell Petroleum, which is in oil refining and distri- 
bution, is part-Dutch and part-British. Philippine Refining 
Corp., a producer of cooking oil, soaps, detergents and other 
household items, is a subsidiary of Unilever which, in turn, is 
half-Dutch and half-British. 

West qu ranks only fourth among European in- 
vestors in the Philippines, but it has the distinction of being 
an equity participant, through 
Lurgi, in a major government- 
supported industrial project 
which reached commercial 
production stage just this year. 
This is the coconut-based coco- 
chemical production project of 
United Coconut Chemicals; 
Lurgi has a 40% interest. 

There is fairly extensive 
West German presence in the 
local pharmaceutical-chemical 
field and in garment-making 
and semiconductor making. 
But West Germany is more 
identified in the public mind 
with Mercedes Benz and Volks- 
wagen cars, Siemens telephone 
and other equipment and MAN 
diesel engines. West German 
equipment and technology are 
also involved in some hydro- 
power and other non-oil energy 
projects. 

nvestments from Austria, | A 
Switzerland and Sweden are 
considered not substantial. But 
the most active European com- 
panies of late, despite the financial crisis, are Voest Alpine of 
Austria, Nestle of Switzerland, and Sweden’s Asea and 
Swedish Match. 

Total European investment in Thailand is estimated at 
US$200 million — comparable to American interests, but 
only about 50% of the Japanese stake. There are four Euro- 

ean chambers of commerce — Italian, West German, 
rench and British. 

British companies are by far the most diversified, with in- 
terests in consumer products such as toothpaste and soap, in- 
surance, airlines, construction, tyre manufacturing, petro- 
leum and pharmaceuticals. There are also a number of 
energy consultancies. West German companies are involved 
in chemicals, pharmaceuticals, glass, bre glans, ceramics, 
agriculture machinery (particularly for tapioca manufactur- 
ing), plastics and metal manufacturing. The Netherlands is 
perhaps surprisingly well represented, with investments in 
petroleum (Shell), electrical goods (Philips), dairy products 
(Foremost) and paint (Sigma). The French presence is weak 
since their withdrawal in late 1982 from the large Thai-Mel- 
lon textiles venture, the largest French investment in South- 
east Asia. e 





Singapore oil refinery: a major European stake. 


for investment from the US and Japan) is Singapore. The - 
most obvious area in which the Europeans have invested in 
the republic is oil refining and related industries such as ani- 
mal feed and petrochemicals. BP International Ltd is a share- 
holder in Singapore Refining Co. together with the Singa- 
pore Government and US oil companies. British Petroleum 
owns BP Refinery Singapore, Britain's Burmah Oil owns 
Castrol (FE) Pte Ltd making lubricants and grease, while the 
Royal Dutch/Shell Group produces lubricants and petro- 
leum products through three subsidiaries. 1 

European companies are very strong in the food? bever- 
ages and tobacco-manufacturing sectors. British-Ametican 
Tobacco and Rothmans, both British, produce cigarettes in 
Singapore. The Netherlands’ Heineken International NV 
has a stake in Malayan Breweries Singapore, which brews 
Heineken and Amstel lagers under licence. Switzerland's 
giant Nestle SA has two subsidiaries. 

In the chemical field, Bayer AG of West Germany, Swit- 
zerland's Ciba-Geigy and Britain's Beecham Group, ICI 
Ltd, Berger, Jenson & Nicholson, International Paint, 
Unilever and Yardley are all active. Paint products, 
both domestic and marine, figure prominently, with Nor- 
way's Jotungruppen A/S also present. 

The marine industries are 
another European stronghold 
with Danish boilermaker Aal 
borg Vaerft and Finnish diesel 
manufacturer Wartsila Oy 
both manufacturing in the re- 
public. Britain's Vosper has a 
subsidiary shipyard in Singa- 
pore specialising in aluminium 
craft and patrol boats. One of 
Pinland's „largest industrial 
concerns, Kone Oy, produces 
shipyard and harbour cranes 
through a tie-up with Far East 
Levinston. Other diesel en- 
gines are produced in Singa- 
pore by West Germany’s MAN 
and MTU. 

In the field of electrical and 
electronic products, eEurope's 
presence has been over- 
shadowed by the Americans. 
However, Sweden's Asea AB 
and Switzerland's Brown Bov- 
ern manufacture switchgear 
and switchboards in Singe- 
pore. Domestic appliances, ii 
cluding TV sets are manufac- 
tured by France's Thomson Brandt and the Netherlands’ 
Philips, which has a major manufacturing capacity. Com- 
puter peripherals are made by West Germany's Nixdorf and 
Olivetti of Italy, Olivetti produces electronic calculators and 
typewriters too. 

According to available figures, the old colonial power, 
Britain, is still firmly in the lead in direct investment in Ma- 
laysia, even beating Japan in terms of paid-up capital 
(M$578.66 million — US$235.23 million — as against 
M$572.54 million) and just behind it in terms of fixed assets 
(M$755.15 million as against M$766.64 million). 

The US is third and the next European runner-up is West 
Germany with paid-up investment of M$94.12 million and 
fixed-assets investment of M$114.89 million. Most other Euro- 
pean nations — from Austria to Switzerland and Belgium to 

»weden — have a stake in the country. Britain's major stakes 
are in food manufacturing, drinks and tobacco and petro- 
leum. West Germany's in textiles and electrical and electro- 
nic products. Other European interests range from transport 
to scientific instruments, with France, of course, having a 
major stake in tourism through its Club Med complex at 
Cherating. i 
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Please send me information on your company 
name ....... , company 
address 


country tel. 


MERLIN GERIN 
FAR-EASTERN OPERATIONS 
P.O. Box 159 

JURONG - SINGAPORE 9161 


Merlin Gerin, one 
of Europe's 
leading switchgea 
manufacturers, 
designs and builds 
switchboards and 
complete 
installations for 
monitoring and 
distributing 
electrical power a 
over the world 
Merlin Gerin is 
involved from the 
power plants to 
private housing 
and through 
industrial and 
commercial 
market sectors 
16500 employees 
work towards 
mastering 
electrical power 
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OBEROI 
KNOWS BOMBAY 


It starts with a warm welcoming smile. 
The personal concern. The attention to details. 
The serenity. The exquisitely prepared food. 
Sun by our pool. Explore the 300 shops housed 
within the Towers. Or just enjoy the view. 


Start knowing Bombay like we do, 
at the Oberoi Towers. 


(Perot Sowers 


BOMBAY, INDIA 


MBEROIL THE VERY BEST OF BOTH WORLDS 


AUSTRALIA. EGYPT. INDIA, INDONESIA, IRAQ, NEPAL, SAUDI ARABIA, SINGAPORE, SRI LANKA 
RESERVATIONS THROUGH LRI (TOKYO) 215-5141, OBEROI IMPERIAL (SINGAPORE) 737166 
OR THE HOTEL DIRECT. TELEX 4153/4154 OBBY IN 
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‘Lhe 
Giant Panda 
needs your help 

to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that's just one of the problems facing the 
Panda 

lo ensure that it has a future it ig vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province 

A team from WWF, led by the distingugshed 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu 

[he Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 


But WWF needs money — your money. 


Pli GSC M nd i í ntributu JI& £f thre Hu ati 'F 


Nati nai (/reanisation in your Country o! direi if 
WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 





THE EXPATRIATES 


Life can still 
be sweet for 
bex-wallahs 


By Correspondents 

he days are long goneesince large slices of Asia were 
ruled by European expatriates — when assorted 
Britons, Dutchmen, French and others lived out their 
days, and often died, far from home as officers of their re- 
spective Rajs or as flag-following traders. But the expatriates 
are still veryemuch with us. 

And while the expatriate may no longer hold a privileged 
place in society — the palatial bungalow of the past is now 
more likely to be a high-rise apartment — life can still be 
sweeter "out East" than it is *at Home." 

Expatriates in Indonesia, for instance, often say they love 
to live there, but hate to work there. “Honestly, I don't see 
why any of these businessmen come here, after seeing what 
they have to go through to get a little business," a European 
diplomat in Jakarta renmarked recently. 

But despite the problems of doing business, more than 
10,000 Europeans live in the country, with Britain heading 
the field with 3,747, followed by the Netherlands (2,774) and 
France (2,595). And life in Jakarta has its compensations. 
Most expatriates live in hoyses, rather than flats — often with 
swimming pools — and most companies pay nearly all 
costs for European employees, including housing, car, 
driver, servants, home maintenance and utilities, schooling 
for children, travel and home leave and club membership. 
The southern side of Jakarta, mostly the neighbourhoods of 
Kemang and Kebayoran Baru, are favoured because there 
are schools nearby and land is available for large, Western- 
style houses. 

The cost of maintaining a married, childless expatriate in 
Indonesia was put at US$70,304 a year in a recent survey by 
Price Waterhouse, and that of maintaining a family with 
three children at US$95,195 a year. According to an informal 
poll among European expatriates, they earn about 
US$2,000-3,000 a month, a level they put at about 20% 
below the earnings of Americans in comparable posi- 
tions. 

Life for expatriates in China is rather different. Housing 
is a major problem, with only 1% able to rent a place 
from the Chinese Government; the rest live in hotels for 
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» supermarket in Shanghai hotel: housing is a problem. 
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Old and new housing in Singapore: the lingering Raj. 


volvi 


their entire stay. And social life tends to re around 
the hotels, with gatherings around the swimming pools 
at Peking’s Great Wall and Jianguo, or at Charlie's Bar in the 
Jianguo. 

The other focal points for the expatriates are their own 
embassies, many of which make their tennis courts and other 
sports facilities open to their compatriots. The French Em 


bassy shows French films once a week, and the British Em 
bassy shows British films. And of course the British 
have a pub, The Bell, in the Amenities Hall in the embassy 
grounds. 


~ 


There are reckoned to be about 1.800-2,000 Europeans in 


the country counting diplomats 
businessmen, students and depen 
dants. Britain provides the most, with 
about 600, followed by France and 
West Germany. Italians 156 
Belgians 100 and the rest of the Euro- 
pean nations fewer than [00 each 

In South Korea what strikes visit- 
ors is the marked contrast between 
the vast American presence and the 
tiny European community. The Ame 
ricans tend to remain within their own 
community, but the Europeans are 
much more outgoing; European em 
bassies are smaller. friendlier places 
The largest European group is from 
West Germany, with 235, followed by 
Britain (231) and France (177). Other 


number 





European nations numbers fewer 

than 100 each 
[he West Germart run large 
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government-funded trade 
office (the Korean-German 
Chamber of Commerce and 
Industry) and one can al- 
ways find a group of local 
German businessmen at the 
bar of the Chosun Hotel be- 
tween 6 and 7 in the even- 
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30-40,000 (US$1.120-1,492) 


and actual base salaries 
are said to range from 


Preferred addresses for 
the 15.000 citizens of Euro- 


U 
^ 
^ 

t| US$35,000 to US$45,000. 
A 
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Penn countries living in 
ingapore — 0.62% of the 


ings. But the fastest-grow- population — „are in five 

ing European population is main geographyal areas: 
v" * 22. E. P v 4% . m = x 

from France, rising from Timah, nball, 


117 to 177 between 1981 and 
1984. The French have es- 
tablished a strong official 
presence, with a very popu- 
lar cultural centre which 
shows French films non- 
stop to largely young audi- 
ences in this city starved of 
cinematic thrills. 

The British keep a typi- 
cally low profile, though 
they were actually among 
the first to enter Korea in the 
late 19th and early 20th cen- 
turies, engaged in mining, 
trading and building rail- 
ways; they mostly left with 
the arrival of the Japanese 
in 1910. But the British 
Embassy is the oldest, and 
nearby stands one of the 
largest and oldest churches 
in the country, the Anglican 
cathedral, built at the end of 
the last century and still a 
major Seoul landmark. The 
British run their own rugby 
team and football team 
which play against locals. 

Estimates of the number 
of European businesspeo- 
ple and families in Taiwan 
are difficult to come by, but 
the number is probably no 
larger than several hundred. 
Quite a significant number 
of Europeans work in local 
and foreign companies 
without commercial visas 
and thus are listed as tourist 
entries, if at all. Only the American community and Japanese 
community have their own schools, but many: European 
children attend the Taipei American School, which runs 
from elementary school through high school. 

Most European expatriates live in the same areas of 
Taipei that are popular with other foreigners: the northern 
suburb of Tienmu, the hilltop foreign community on 
Yangmingshan, or Wellington Heights, near Peitou. In re- 
cent years, an increasing number of foreign businessmen 
have been moving downtown to the new luxury apartments 
springing up in east Taipei. * 

Up to a year ago, there were 300 European businessmen 
in Thailand, about half as much as the resident Japanese 
community. It has been estimated that it costs US$100,000 a 
year to keep a European businessman in Thailand, 40-50% 
higher than at home and inclusive of rent, transport, school- 
ing for two children and salary allowances to compensate for 
foreign conditions. 

Most prefer to live in the Sathorn-Thungmahamek resi- 
dental area of Bangkok because of its close proximity to the 
Silom business district where they have their offices — loca- 
tion being an important consideration in a city prone to traf- 
fic congestiom and flooding. Monthly rents are about Baht 
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Selangor Club, KL; Peak houses overlook Hongkong waterfront: high life. 
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SSS EE Pasir Panjang, River Valley 
TUUM CUM 1 


and Serangoon Gardens, all 
normally considered to be 
up-market areas. Most tend 
to live in townhouses or exe- 
cutive flats, typically in 
. River Valley or in condomi- 
; niums — Pasir Panjang be- 
ging one of the first areas 
in Singapore to have ex- 
perienced the boom in 
condominium-style living. 
Some condominiums have a 
population 30% Japanese, 
30% European and 30% 
local Chinese Singaporean. 

However, it is fast be- 
coming fashionable to live 
in luxuriously converted 
old Peranakan shophouses, 
exemplified by the Emerald 

Hill area near the shop- 
eping and hotel area bound- 
ed by Orchard and Scott 
roads. 

Europeans tend to send 
their children either to one 
of the private schools that 
cater to the local upper and 
middle classes, such as the 
Tanglin Junior School and 
Dover Court Preparatory 
School which are both ad- 
herents to the British tradi- 
tion, or else to specialised 
schools established on ex- 
patriate national lines, such 
as the Ecole Française de 
Singapour or the Danish 
Supplementary School. 

Expatriates in Singapore are particularly well-catered for 
clubwise. The Tanglin Club is probably still the most exclu- 
sive of the European-dominated clubs — maintaining its 
exclusivity through a S$10,000 (US$4,600) entrance fee 
and a ceiling on the number of Singaporean (non-Caucasian) 
members. With the exodus of expatriates from Singapore 
over the past two years, British nationality, combined with à 
modicum of good connections, is normally a guarantee of 
membership. 

However, the gradual dilution of the Tanglin Clubs Bri- 
tish colonial flavour with the admission of other nationalities 
has prompted a move to create a specifically British club 
ane the same lines as the Dutch, Swiss — entrance fee 

$$400 if you ere Swiss and S$2,000 if you are not — and Ame- 
rican clubs. 

Perhaps surprisingly, there is also dilution of the British 
colonial flavour in Hongkong. Even though it is a British col- 
ony there are nearly as many Americansliving there as there 
are Britons — 14,000 Americans vs 17,700 British, according 
to 1984 figures. But both of these are far ahead of the figures 
for the rest of Europe. European runner-up after Britain is 
Portugal — because of the close connection with Portuguese- 
ruled Macau. There are 7,800 Portuguese citizens in the terri- 
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‘the only city bank dm Jog to. 
Which means we can ner you a fu 


What's. mo e re never very far when needed. ouai Japan’ we're 
doing business out of more than 180 offices, with headquarters in Osaka and 
full activities in Tokyo. Internationally you'll find our branches and. representative 
offices in key cities throughout the world. 

So if you're interested in building business, come to Daiwa Bank. 

It’s a solid place to start. 


a fully integrated banking service | 


Head Office: 21, Boac 2: hone, Hignshbkus Osaka 541, Japan 
International. nking Headquarters. (Tokyo Office): 

1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan 

Overseas Branches & Agency: London, New York, Los Angeles, Frankfurt, 

"Singapore & Hong Kong 
Overseas Representative Offices: Bydrigy, Sào- Padlo, Houston, Paris, Panáaina; 
Bahrain, Mexico, Vancouver, Jakarta, Seoul, ae Chicago, Kuala Lumpur, 

. £urich & Shanghai — . 

Sub idiaries: Daiwa Bank Trust Comi iny, Ne w York; Daiwa Finance Ltd, Zu ich; 
Daiwa Overseas Finance Ltd, Hong Kor g; Daiwa Bank (Capital Management) ‘Lid. 
London... ; i un Rag oe a 
Affiliates: P.T. Bank Perdania; Jaka a; PT: Diis: Lippe: eng Corp; Jakarta 





T. P." a 
dents’ Club, the Aberdeen Boat Club and the Royal Hong- 
kong Yacht Club. And as well as the English-Speaking 
Schools Foundation, there are schools for French and Ger- 
man-speaking children. 

The number of Europeans in Malaysia has dropped over 
the past few years, mainly because of a decline in oil-related 
activity. There are now 2,900 European work-permit holders | 
in the country (not counting families). Most are British, | 
closely followed by Germans, Scandinavians and French. 
And Kuala Lumpur is said to be among the mgst popular 
postings in Asia for Europeans. It has two good-quality inter- 


tory, followed a long way behind by West Germans (2,300), 
French (1,600) and Dutch (1,200). 

Living conditions for Europeans, particularly for British, 
vary enormously, with multinational companies, the Hong- 
kong Government and the major hongs providing the full 
range of expatriate fringe benefits while many smaller locally 
owned companies provide no more for expatriate employees 
than they do for local people. Thus, while some still live in 
the old colonial enclave of the Peak, others have moved out 
to the much cheaper New Territories or the cheaper still Out- 
lying Islands. 

There are no European clubs as such, but the European 
presence is strong in such places as the Foreign Correspon- 


national schools, good amenities — and a pleasant, small- 
town atmosphere. 





A rather 
special 
group of 
people 


E: year in early July, a group 
of special people meet in an en- 
campment on the outskirts of London. 
They drive out in rather expensive cars 
to a suburban area called Esher where 
they go into the tents and take food to- 
gether at round tables. Then they walk 
across to a large building and watch 
some horse-racing. 

Others stay in the tents and watch 
TV sets showing tennis being played in 
another outer suburb of London called 
Wimbledon. In any case, sooner or 
later they are all back in the tents tak- 
ing tea. 

This strange ritual is called “Hong- 
kong Day." It is an annual race meet- 
ing attended by everybody who is 
somebody in Hongkong — but who 
happens to be in Britain at the time. 
This year, Michael Sandberg, suave 
chairman of the Hongkong and Shang- 
hai Banking Corp. and of the Royal 
Hongkong Jockey Club, was there. So 
too was Lord MacLehose, the former 
governor of Hongkong. 

Sir David Orr, chairman of Inch- 
cape, was present though he is not 
really a *Hongkong person" at all, and 
so was Henry Keswick, the robust di- 
rector and former chairman of Jardine 
Matheson. Lord Shawcross was there, 
as was Sir Peter Blaker MP, the polite 
and charming chairman of the British/ 
Hongkong group in the British Parlia- 
ment. 

The whole thing started as an at- 
tempt to get Hongkong racehorse 
owners to come to Britain and buy bet- 
ter horses to run in M UM. But 
now it is most notable for the way that 
it brings together these typically Bri- 
tish expatriate creatures. As expat- 
riates they are, of course, away from 
their natural habitat. Their natural 
habitat is somewhere foreign. Being 
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Weighing up the form on Hongkong Day: at home, but not at home. 


“at home,” they are out of place and 
not really comfortable at all. 

The grass, they find, is rather too 
lush, instead of coarse, as it ought to 
be. There are no servants to help them 
get ready and to drive them to the race 
course. When they arrive, they find 
they are not treated as a kind of natu- 
ral aristocracy but rather as run-of- 
the-mill punters. 

No one calls them Taipan, no one 
takes their pictures and no one reports 
their words to be slavishly reprinted in 
the in-house company magazine. Life, 
in short, is not lived in the manner to 
which they have become accustomed. 

Luckily, the weather, this year, was 
delivered direct from Hongkong itself. 
The afternoon began very hot and 
humid. Then came a mini-typhoon. 
Everyone felt better. 

eMost of the expatriates present on 
Hongkong Day naturally are living in 
Hongkong. But the older ones have 
also lived elsewhere. These, in en ef- 
fort to make the best of things, say 
they find Hongkong “exciting” or 
“dynamic.” But they obviously are not 
really fond of the place. 
eir deepest affections are re- 
served for the other places where they 
have served, usually for decades at a 
time. Malaysia and India are old fa- 





vourites among the Far Eastern post- 
ings. These are places which people 
“love.” 

As for the racing itself, it must be 
admitted that the standard is not very 
high. The card mostly consists of 
maiden races (for horses that have 
never won a race before) and hand- 
icaps (in the best races in Europe all 
the horses carry the same weight ex- 
cept for adjustments for age and sex). 

In contrast, the next day’s racing at 
the same course had a much better pro- 
gramme including the Eclipse Stakes, 
which often attracts Derby winners. 

The sponsoring companies such as 
Inchcape use Hongkong Day to enter- 
tain their clients. Their Hongkong rep- 
resentatives, who sell cars, drink, in- 
surance and the like, share tables with 
the British people who supply them. 
The suppliers, of course, are not them- 
selves expatriates at all. They are 
merely nice, ordinary representatives 
of the great British middle class. They 
don't quite understand how special ex- 
patriates are. 

Still, the expatriates humour them. 
They know that a Cathay Pacific 
jumbo jet will soon be winging them 

ack to the “excitement and 
dynamism” of Hongkong. 
— James Bartholomew 
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The best of the Richard Hughes 
columns from 1971 to 1983 
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To: Publications Division 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious .. . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre .. „like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


USS$800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. | See — 2] 


Yes! Please send.  copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 


For surface mail delivery add US$1.00" 
and for airmail delivery add US$3.00 
per copy. 


e R0822BFR , 
Send to: f 


Name: 


Address: 
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Sun market? 


By Louise do Rosario in Hongkong 


n the 19th century, Europeans € ‘came to China with Bibles 

and guns. Since 1978, they have returned, this time with 

goodwill and technology. Just like businessmen from the 
United States, Japan, the rest of Asia and Australasia, they 
have been unable to resist the temptation of a market of 1 bil- 
lion people. 

In the past few years, many European firms have come, 
have seen and have failed to conquer, concluding that the 
market is too difficult to crack; some found themselves en- 
 gaged in over-long and complicated negotiations for joint 
ventures or licensing agreements; a few were able to con- 
clude contracts successfully, but often with low profit mar- 


‘gins and cumbersome training and technology-transfer 


schemes for the Chinese. The record cannot be said to be im- 
pressive, but still they continue to come — and they have. high 


hopes for the future. 


In trade and investment in China, European firms lag be-. 


hind the US, Japan and Hongkong. In 1984, Sino-European 
Community trade accounted for 1% of the community" s total 
and 10% of China's. On the*other hand, Japan took up 26% 
of China's total trade, Hongkong and Macau 1996, and the 
US 12%, according to China's customs statistics. Up to the 
end of 1984, the then 10 EC countries had made direct invest- 
ments of US$800 million and had concluded more than 30 
joint ventures in China, according to the official Peking Peo- 
ple's Daily. This compares to China's oft-quoted total figure 
of US$4 billion worth of direct foreign investment and more 
than 900 joint ventures of all sorts. 
Europe's relatively low investment level in China is re- 
flected i in its scanty representation there. Since 1979, more 
than 1,000 foreign firms from more than 30 countries have set 
-up representative offices in China, the majority Japanese, 
Hongkong and American. Another estimate indicates that in 
1984 alone, 135 foreign firms set up representative Offices in 
China's 14 coastal cities newly opened to foreign trade. Of 
these, 113 are from Japan, Hongkong and the US. Five are 
from West Germany; four each from Britain and Switzer- 


land; three from Denmark; two from France, and one each | 


from the Netherlands, Austria and Canada. 

Hongkong and Japan are born to be natural trading 
partners of s because of geographical, cultural and other 
factors, while the 
significant Ame- 
rican share of the 
ing oe ace I pms 
of the US econ- 
omy.“ But West- 
ern Europe has 
none of these ad- 







China! imports | 







Brita: 


| Netherlands 







vantages. "The 
usual European | EPRS : 
image of the | [Spain| 


Chinese market 
is one that is lo- 
cated very far 
away and is very 
. complicated. Dis- 
tance | and lan- 
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ooperation, " said Peter-A 
Germany's Commerzbank AGi i 
Another disadvantage is that asa g airu "m 
do not have as strong a business pres ence in the Far E 
the Japanese and the Americans. In Asia's many expo: 
cessing zones, for example, Japanese and American 1 
tend to come to the top of the foreign investors’ list. Offsh. 
production centres and import-substitution manufacti 
— concepts adopted to a certain extent by China today =+ 
something the Americans and Japanese are alreadv familiar 
with. In contrast, quite a large number of European firms a 
now in China and in Asia for the first time, said G. N 
Brands, branch manager of Deutsche Genossenschaftsbank. 
What Europeans lack in other aspects, they hope to make 
up with technology — and the willingness to transfer it | 














MAJOR TRADE ITEMS 


| EC exports to China Major suppliers 
: West Germa 
4 Iron and steel ac 
West Ger many Oe 
italy | 


We 'st Germany 


|| Machinery 


Plastics, synthetic fibres and 


synthetic rubber Be seig ug 


Optical, photographic measuring 
and medical instruments 
- Organic chemicals 
Electrical machinery - 






Fertilisers 


ECI imports from C China mum Total vaiue | 
Silk and spinning yarn 
Clothing. 


" Wool and animal hair 


| Organic chemicals 


Spinning products, tabieciothe, 
sheets, blankets, etc. 


Down and feathers 
Woven baskets and mats 


| Leather goods, suitcases and 
| handbags 


West Germany 





West Germany 





West Germany 







West Germany 


West Germany 






West Gern 











IHE TRADE PATTERN 1983- 84 









| China Exports | Ch ina imports ! Balance | ChinaExports | Chir 














sted dn ! many factor ary of | E EC-CHINA TRADE (1979-84) 


hina's potential threat to its existing ne : 
yarkets and hence generally is reluctant to share its 
nology. This is reflected well in Japan's low in- 
ment level and China's constant complaint on 
point. Up to October 1984, Japan had invested 
$$40 million in 25 joint ventures, a small fraction 
the total foreign investment in China. This com- 
pares to its Rmb 19.42 billion (US$6.77 billion) 
worth of exports, a third of all foreign goods China 
bought last year. 
| European firms, faced with difficult economic 
conditions at home, cannot afford to be choosy. 
One analyst notes that many European companies 
n China are ready to go for deals that barely break 
even just to secure for themselves a continuous 
urnover of work and cash — and the hope for bet- 
ter profits ahead. In selling technology to a de- 
veloping country such as China, Europe is also 
equipped with useful experience gained through 
‘building its own industry after World War H. 1 China exports IEC balance 
n high-technology areas such as aviation, tele- 
O munications and nuclear technology, Europe's 
petitive, edge is even more pronounced. The 
a close competitor but has been seriously hampered by | to be still bargaining on the final prices and warn occasionally 
ict export controls. ` ‘We have more ways to get around | that other suppliers may be selected, it seems unlikely that 
control system." said a West German trader. The best there can be a change of mind at such an advanced stage. 
ample is nuclear technology: signing of a Sino- American 
ear agreement may have come too late to allow Ameri- est Germany's Kraftwerk Union, a 100%-owned 
firms to.compete, on. equal footing with Europeans for subsidiary of Siemens, is hoping to get the US$1.3 
ral forthcoming. multi- billion-dollar Chinese con- billion contract to build the 1-gW, two-reactor plant 
iS planned for Sunan near Shanghai. Sources say that under a 
yr the US$3. 51 billion Daya Bay nuclear power plantin | proposed compensation deal, Cina will store burned-out 
dong province, just north of Hongkong, Britain's | West German nuclear fuel cells in the Gobi désert, in exchange 
and France's Framatome have been named as the | forthe technology and equipment. At a market storage price 
s of the turbines (estimated in 1983 to be worth | of about US$2 00/kg. China should be able to get US$300 
million) and the reactors.(US$523 million) respec- | million for storing 150 tonnes over a period of 15^ years. 
or the 1.8-gW plant. Memoranda of understanding Aside from nuclear technology, motor vehicles are 
nitialled as early as in 1983 in Peking, by British | another sector in which European firms have been able to 
Industry Secretary Gordon Manzie and French Presi- | snatch an important slice of the action. While Japan is the 
t Francois Mitterrand. Although the Chinese are known leading car exporter to China, Europe leads in joint-venture 


Source: China Mission to European Community, Brussels. 
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NS A BETTER LIFE 


FOR EVERY road 


The ne development of: a nuclear pro- 
gram aims at improving both the 
economic structure of a country 
and the wellbeing of its citizens. 
Indeed, its main objective is to 


ensure energy independance and ae 
therefore the security of energy — 
supply under any circumstances | 
Cogema intends to be your partner sas 
for an efficient development of x 





your country's nuclear program. 

Cogema offers its unique expertise 
and its proven experience in the 
field of nuclear fuel, which it pro- 


.. . poses to share through any types " 
» MAR y“ studies. 
.. To succeed, you'd better work 


with the leader. In uranium pro- 
duction and sales, fuel fabrication 
capacity and fuel reprocessing, the 
Cogema group is Number 1. 

Cogema and its subsidiaries are in fact 
the only industrial concern in the 
world mastering all steps of the nuc- 
lear fuel cycle. Cogema is ready to 
have your country benefit now, at qnce 
from this unique know how. 


¢ 


¢ 


g | : Cogema. 2, rue Paul-Dautier. B.P. 4. 78141 Vélizy-Villacoublay Cedex. France. Tet.: 33 (1) 39 46 96 41. Telex: Cogem 697 83: | 
rea Akasaka Ten BL DG. H $ m 20. Akasaka, Mi inato. KU, ios 107. Japan. fel. (93) 28902 j23 V2 ielex- Cogemtj 








than 7 customers a around the l 





Jie a 
A continuous uraniu a 
| effort worldwide allows to di: iscover 
major deposits which will be exploited 
dn the future. 

The. enrichment plant Eurodif 
bound to answer to the present a b 
future needs of its customers. 

.. The La Hague plant, today with a 80% 
share of LWR spent fuels reprocessed 





: prospection 


worldwide, is still expanding For all 
these reasons, consulting Cogema is 
in the interest of any country. Should it 
be for uranium production, enri- 
chment, transport, spent fuel manage- 
mente, Cogema is and will remain 
your best partner for the successful 


. development of your country's nuclear 


program. 
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| | the famous “Monogram” canvas, 
|] ^ Louis Vuitton represents a unt- 
|]... que concept of luggage and acces- 

~ sores. 
A rare attention to detail: An 





— locks, the luxury of leather 


C A commitment to quality: 
—. With skill and imagination, our 
master craftsmen choose the 
— materials that make each trunk, 

suitcase and bag an outstanding 


. and refinement. 
Expert advice. Selecting lug- 


-consideration both its form and 


Not only a celebrated canvas. 


Y, Louis Vuitton. Beyond 


authentic Louis Vuitton is identi- 
fied by each small detail: hand- 
made handles, naturally oak-tan- 
ned leather, patented pick-proof 


linings... 


example of durability, strength 


gage is not an easy task. Each 
módel (suitcase, travelbag or 
accessory) must be chosen, or 
even custom-made, taking into 


function. At Louis Vuitton, the 
staff is trained to offer the best 
direc- | li. (0n 





e 
Discover Louis Vuitton at the exclusive Louis Vuitton stores: 
HONG KONG Hong Kong Side, The Landmark, Des Voeux Road Tel. 5-23 2915 
Kowloon Side, Peninsula Hotel Shopping Arcade Te 
SINGAPORE Hilton Hotel Shopping Arcade Tel. 
GUAM, Tumon Sands Plaza, Tumon Tel. 646633: 
SEOUL At Lotte Shopping Center, 1, Sogong-Dong, Chung-Ru Tel. 776 3040 
TAIWAN Taipei, 505, Tung Hwa South Road Tel. 70 3034 
AUSTRALIA Melbourne, Vic, At Hardy Brothers, 538 Collins Street Tel. (03) 60 1435 
Sydney, 74 Castlereagh Street Tel. (02) 233-8344 

HONOLULU Ala Moana Center, Tel. (808) 955 2218, Royal Hawaiian Shopping Center, Waikiki (808) 90260621 
MALAYSIA Kuala Lumpur, Kuala Lumpur Hilton, Lot 8 Main Lobby Floor, Jalan Sultan Ismail. Tel. 03-43 44 30 
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production. 


China’s recent 
drastic cuts in car 
imports seem to 
Suggest that 
European car 
manufacturers, 
partners to deals 
that are time con- 
suming afd with 
slaw Ofit _ re- 
turns, may have 
chosen the wiser 
strategy after all. 

Years of nego- 
tiations have led 
to the setting up 


of three major 
projects: West 
German  Vofks- 


wagen's 25-year 
joint venture to 
produce Santana 
and Audi cars in 











Iy helped Euro 

pean iirms in get- 
| ting Chinese con- 
| tracts amid tierce 
| competition Is 


( hina s desire to 








Shanghai; French 
Automobiles Peugeot's US$60 million project to produce 
pick-ups and station wagons in Canton, and Italian Fiat 
Iveco's Rmb 1 billion technical cooperation with Nanjing. 
Most Japanese car makers in contrast have so far restricted 
themselves to technical assistance with the Chinese rather 
than entering into contractual or equity agreements. 

Arms sales are another sector where Éuropean firms are 
positioning themselves well for future contracts. China, ac- 
counting for about 7% of world expenditure on arms and ar- 
maments, is seem as the “new Middle East" by leading 
foreign defence companies. Military expenditure: though de- 
creased gradually from 16% in 1980 to the current 12% of 
total government spending, is expected to reach Rmb 18.67 
billion this year. 

France's Aerospatiale has, one source says, “more or less 
sewn up the military helicopter market." Its Dauphin 
helicopters are now manufactured under a licensing agree- 
ment in Harbin. It has also sold six Super Puma helicopters 
for offsfore oil-exploration purposes. Other deals known are 
the sale of shipborne radios by Marconi of Britain and mili- 
tary trucks by Steyr of Austria. 

In a wide range of other activities, European firms are in- 
creasingly making their presence felt in China. In offshore oil 
exploration, for example, European oil companies (from the 
majors such as 
British Petro- 
leum, Shell and 
Total to the small- 
er Tricentrol and 
Cluff Oil) have 
heavy commit- 
ments, but with 
few impressive oil 
findings so far. 
Although the ini- 
tiabewphoria over 
China's hydro- 
carbon potential 
now. has subsided, 
the'same Euro- 
pean oil firms àre 
sull expressing 
strong interest in 
the second round 
of bidding to be 
held this year for 
new concessions. 

One factor 
that has definite- 
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French Super Puma: market sewn up. 
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VW Shanghai production line: 25-year joint venture. 
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| diversify its trade 

| lo avoid over-Te 

| Hance oO} ICY 

| suppliers A 

Hongkong based 

tradet noted 

| he ( hinese 

Ia then reser 

vations about the 

rapan € IC- 

garding them as 

dubious espe- 

| cially when n 

| comes to quoting 

pri I hey also 

| do not like the 

| KC } getting 

OO OVvel close 

AXI LT Ameri 

cans, who have a completely different ideo! Jur "utlook 
from theirs. " 

Chinese Premier Zhao Zivang's two visits (June 1984 and 


1985) to Western Europe within a year emphasised China's 
desire for closer economic cooperation with European coun-& 
tries. The past few months have also seen a number of top 
European officials flying to Peking to push sales of their na- 
tional exports. These highly publicised trips include those by 
West German Chancellor Helmut Kohl last October, French 
Minister of Industry and Foreign Trade Edith Cresson in 
March this year and British Minister without Portfolio Lord 
Young around the same time. 


ttention is particularly focused on how British firms will 
make full use of the political goodwill generated by the 
signing of the Sino-British joint declaration on Hong- 





kong's future. One source says the Foreign Office lately has 
been advising chairmen of leading British firms that now is 
the time to do more business with China in view of the excel 
lent bilateral relationship. G. C. Perry, first secretary (com 
mercial) of the British Embassy in Peking, said the declara: 
tion has helped at least to draw the attention of more British 
businessmen to China and also has removed anv hesitation a 


DUSIness 


few British firms may have previously had in doing 
Ld Cialis nave re- 

| peatedly said Bri 
tish economic in- 


terests in China 

will be well taken 

care of How 

ver, this is easier 

wrospoa ti said- than done 
ee | The political will 
dd tO gin British 


lirms favourable 
consideration maa 


DC in evidence al 
Chin entral 
rnment level 
Howew oO im 


plement it on à 
provincial and 
municipal level is 
difficult. because 
decentralisation 
na fiven 


iutHbrities 
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wer to make their own decisions in many matters. | 
ell known as tough commercial negotiators, the Chinese 


are unlikely to accept an uncompetitive British product 
or service regardless of the harmonious bilateral relation- 
ship. 

"Now comes the more difficult part in turning those let- 
ters of intent and memos of understanding into actual con- 
tracts," said a British banker specialising in China trade. 
"The middle-ranking people who are responsible for the 
basic groundwork are definitely less enthusiastic than the top 
guys who flew in briefly, got red-carpet treatment from the 
Chinese and left behind the complicated negotiations to the 
subordinates.” 

European firms had a taste of how difficult these negotia- 
tions could be as early as the 1970s, when China expressed 
some interest in doing more business with the outside world. 
Perry recalled that during the past 15 years, China has gone 
on two major buying sprees, in the early 1970s and in 1978- 
79. On both occasions, British firms, as well as others, be- 
come greatly disillusioned when lengthy negotiations and 
high hopes did not materialise into actual business. H. J. G. 
Breithaupt, the Hongkong-based economic correspondent 
of Federal German Foreign Trade Information Office, 
added: “China was then very inexperienced in international 
business dealings 
while foreigners got 
carried away by the 
vast market poten- 
tial and went with 
unduly high expec- 
tations.” 

European busi- 
nessmen are mak- 
ing a return to the 
market, more cauti- 
ous and realistic 
this time. “I have 
yet to meet one Bri- 
tish firm mention- 
ing the potential of 
the I-billion. mar- 
ket," said Perry. 
Old China hands 
are returning to re- 
assess the oppor- 
tunities available 
while new ones are 
arriving to have a 

—— first-hand look, 
after hearing continuous reports of China's sweeping econo- 
mic reforms in recent years. 

Medium to small Éuropean firms going to China for the 
first time are likely to find penetration of the market difficult 
and expensive. Many will soon find out that the most cost-ef- 
fective way to start is to employ a Hongkong agent who can 
travel and mix with the Chinese easily. However, some of the 
best of these agents, namely the leading hongs, already have 
their hands full representing a broad range of foreign pro- 
ducts and services. 

Overall. analysts expect Sino-European economic coope- 
ration to enjoy a great boost.in the near futur following the 
granting of major cheap trade credit lines to China. In April 
this year, France signed a new long-term, low-interest financ- 
ing agreement to provide Peking with Ffr 1.75 billion 
(USs203 million) of mixed credits. West-Germany has just 
earmarked its first financial aid package for China: Dm 50 
million (US$4.9 million) for five industrial plants. Britain, 
which rarely offers export subsidies, has also lately come 
under strong commercial pressure to consider soft loans for 
China. 

This new financial muscle will go a long way to help Euro- 
pean firms to compete against other rivals, mainly the Japan- 
ese. who have recently extended a US$2 billion credit line to 
China for the next 10 years. o 
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Why can't they 
fit 10 into : 
six-plus-five? “~~~ 


| 
By James Clad in Kuala Lumpur ; | 
nly months away fron®renewal for another five years, | 
a peculiar brand of formal cooperation between the 
Asean Six and the European Community shows only a 
mixed scorecard. But while observers and participants alike 
admit that the pace is slow, they point out that the EC's 
laborious decision-making style, plus Asean *own consensus 
approach, hardly allows for breath-taking progress. 

Partly in response to feelings that little had come of their 
October 1980 *Agreement of Association" with the EC, | 
Asean economic ministers went to Dublin last November 
with some detailed eee di | 
proposals for their | 
European counter- 
parts. Behind re- 
quests for more 
investment, greater 
transfer of technol- 
ogy and more train- 
ing opportunities 
(sull being nego- 
tiated), Asean 
stressed that 
Europe helps to bal- 
ance the growing 
influence of such 
Pacific powers as 
Japan, the United 
States and Australia 
(Japan especially), 
while boosting bad- 
ly needed capital 
flows. 

In Dublin, and , 
again in July in Cheysson: Gallic misgivings. 
Kuala Lumpur, EC hea * Thay | 
and Asean ministers discussed ideas to allow the Ascan coun 
tries access to European Investment Bank funds (a move re 
sisted by some EC countries, notably France) and to coordinate 
training programmes. 

Over recent months, some Asean ministers have turned | 
this counter-weighting plea into something approximating a | 
litany. But the desire for balance runs counter to another of 
Asean objective: building, however slowly, some type of 
Pacific basin relationship on the basis of regular talks with the 
association’s dialogue partners from the Pacific region (the 
US, Japan, Canada, Australia and New Zealand). 

Announced in June 1984, this Asean-Pacific Cooperation 
(APC) format by geographical definition excludes Europe, 
and the first concrete move towards APC — a human-re- 
sources development programme (mainly skills training 
schemes) —§ has left Europe out, something that does not go 
down welllvith some Europeans. One of them, former 
French foren minister Claude Cheysson, rather tartly de- 
scribed the APC initiative in Kuala Lumpur recently: “With 
their impressive economic progress, I suppose it is not sur- 
prising that Pacific region countries should want to announce 
their success by forming a club for which they will issue 
cards.” 

While Gallic misgiving from Cheysson (now an EC com- 
missioner) might be expected, EC country embassies 
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lus their five Pacific regi 


ners). They scored a trivial but symbolic point 
ign. ministers! meeting in Kuala Lumpur when 
the A convened under a six-plus-five (plus one) for- 
mat; that is, the EC got observer status and even (thanks to 
- Malaysian Foreign Minister Tunku Ahmad Rithauddeen's 
amiable chairmanship) a chance to speak. 
| Inadfition, some Asean countries — notably Malaysia — 
| howie second thoughts about the six-plus-five “one big 
<p family" approach to APC, preferring development through 
| bilateral channels. 

- But besides the APC initiative, another problem impedes 
quick action to boost Europe% collective role in the region — 
despite a consensus that this should happen. For one thing, 
past colonial contacts in Southeast Asia by Britain, Holland 
and: France tend to pre-select these countries’ preferred 
targets for aid and people-to-people programmes. Secondly, 
the scramblé for diminishing big-ticket construction con- 
tracts or capital-goods sales to Asean countries means EC 
countries tend to be absorbed by their own national bids. 

. Nonetheless, the EC's Bangkok-based representation of- 
fice for Southeast Asia stresses that bilateral efforts by indi- 
! vidual countries — for example, the new Franco-Singapo- 
Tean Institute of Electro- Technology or West Germany's In- 
^. stitute of Production Technology, also in Singapore — qual- 
ify as evidence of a common EC intention to meet Asean's re- 
quests. Growing allocations of specifically EC funding for 
training, aid and investment promotion also have won points 
in Asean capitals. i 
Most participants in the process tend to see EC-Asean co- 
operation reflecting a broad convergence of views about the 
international marketplaces and about regional security. In 
trading questions such as multilateral tariff negotiations — 
which the Asean countries have now endorsed — the two 
groupings commonly meet. On the securitv side, solid EC 
support for Asean opposition to Vietnam's occupation of 
Cambodia has been deeply appreciated. JL ur 
When it comes down to the daily stuff of diplomacy, the 
EC-Asean dialogue enables smaller EC members with little 
history in the region to get a head start; even for larget coun- 
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tries, tbe EC dimension "at the very least serves as ahelpful | 
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| adjuct to bilateral ties,” 
| 
| 


‘from Luxembourg. Italy and the Nethérlands attended as 
., well as Chevsson. ü 





` sought to cultivate the Asean countries more determinedly; 


exploration being sold to Indonesia. 


“ance in some parts of Asia, Cresson sees it as the. F 
media. The minister lamented the absence of an "i 
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cial understanding of Asia as France, its | 
dochina and to China are long and remarkably 
too are its ties to the Pacific through a | 
Polynesia and New Caledonia. Perhaps be: 
and existing colonial experiences, the Fr 
markedly different attitudes to special issues in: 
such as the Cambodia dispute. i 
But there are blind spots in the French perspective 
bly a continuing unfamiliarity with the large archi 
span of Southeast Asia that lay outside earlier trend 
terests, and which now constitutes Asean. Beginning witht 
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government of former president Giscard d'Estaing, Paris h 


Ae 


N o other European country prides itself so much on 















































their economic performance has galloped past the states 6 : 
comprising former French Indochina. 

President Francois Mitterrand's government has à 
tinued this emphasis. Trade Minister Edith Cres 
sought to rouse the French business community 
“lethargy” about “this extraordinarily vibrant mark 
she described it in an interview with the Review. "1 
much a belated recognition of the Western Pacific re Ho 
whole as it is specifically of the Asean area.” she said. | 
also stressed that the renewed French interest in "lh 
East" is part of a wider European phenomenon: “Er 
only left Asia 10-15 years ago, and now she has returned 
economic considerations,” ; 
t 







five-fold since 1981, and believes the increasing w 
of French companies to seek business there result: 
itiatives such as the French-sponsored Institute f 
ogy recently established in Singapore. She cited e 
in Japan of advanced French technology, growing I 
acronautical sales in East Asia and offshore experti 




























If there is a culprit behind the lethargic French p 









language, international economic and business pres 
disparaged the "French fixation with Indochina" holding 
partly responsible for laggard business approaches in f 
but she also pointed to steadily increasing French bu 
representation, especially in Thailand and Indonesia, _ 

— James: 
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198. The Managerial and Cost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 
problems of modern business 
enterprises. Includes: background and 
concepts, use of information, 
organisation and control systems, 


816, Managing for Profits 
Managing for Profits offers — . 
management techniques that | 
owners and managers can use to 
increase profitability, fight 
inflation and achieve a growth in 
_ assets, An innovative guide to 
effective management for. 
everyone involved in managing 
an expanding business. 468 pp. 
US$37.00 l 
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197, investment Manager's Handbook 
A reference that is a single 
comprehensive guide to developing 
portfolios that will most benefit your 
ehients and yourself. The 4} 
contributors 10 the book represent à 
blue-ribbon group of top investment 
professionals, and the information is " 
"weecurate, mnovative and practical, emerging trends and much more! 1297 


1037 pp. US$62.00 pp. US$62.00 
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825. How to Use Interest Rate 
Futures Contracts 

This book is written for 
professional money managers to 
show how they canparticipate in 
this new market-place with 
confidence and wisdom. Fully 
indexed..217 pp. US$41.00 
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1092, The International B 
Handbook ~ 

A onc-ot-a-kind sourcebook of 
today's radically new 
international banking scene, IU 
provides clear and complete 
presentation of the Eurocurrency 
markets. the role of the 
international banker, marketing 
international services, the future 
of international banking and - 
much more, Get an insider's view 
of current issues in international 
banking and how they affect 
world business. 833 pp. 
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1105. Guide to Investing in 
Private Companies 

A financing manual for the 
entrepreneurial investor. From 
finding the right private 
company investments to 
evaluating entrepreneurs, 
negotiating and structuring the 
deal, and managing the 
investment, Arthur Lipper's 
book is a dynamic and 
authoritative guide to making 
successful private company 
investments, 279 pp. US$38.00 


201. The Treasurer's Handbook 

The Treasurer s Handbook will 
provide you with an aimost 
inexhaustible source of ideas which you 
cam apply to both dav-to-day work as 
wellasto even more important 
function of long-term planning. For. 
those who wish to do further research 
on any particular subject, the editors 
have included a compilation of 
references which enlarge on the 
coverage in the book. 1210 pages 


US$62.00 





1290. How to Write a Report 
Your Bass will Read and as.. 
Remember 

This revised edition conti; ts 
practical approach to busi... 
communication, The focus is on 
the “nuts and bolts” know-how 
of writing effective reports. 223 
pp. US$15.40 





















store the " Handaook of 
pancut Markets" covers instrument 
fice market regulations and 
iore in a comprehensive yet 
ble form. Required reading for 
rig portfohe management, 794 
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4 203. The Bankers‘ Handbook 
Covers every topic of importance to the 
practising banker and the businessman 







Modern Accountant's ^7 





Ac countant’s Handbook ig 204. Financial Executive's Handbook real-estate 







































& date reference who uses the services of a bank. hs 8? A compact, authoritative sou ree of 813. The Sales Manager's Book of ides a 
accogntinig hapters place the money knowledge of information on every aspect of finance, Marketing Planning — i 


A complete; concise and practical guide 
for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate. includes target marketing, 
distribution planning, price plating. - 
sales and advertising plans and much. 
 mom.244pp USSMAM — c 


of the country's feading bankers at 

Wo bankers and | . 

i alike, in concise, —. E 
- Easy to use to help the. 


The 73 authors, each a leading 
corporate executive and an export in his 

















^ MAIL YOUR ORDER TODAY! | 
- Market Professionals (DJI) " | | 










petaseosemess ebat Airian tiano e 









435, Interest Rate Futures 
Written for anyone professionally 
or privately engaged in finance and- 
investments -— or who is interested 
in learning more about them, — 
Bankers, portfolio managers and 
corporate financial officers will 
relate to the sections ón hedging 
against interest rate risks. 
Individual investors will find 
alternate strategies toit both 
conservative and speculative 


objecRves. 4x pP. US$37.00 
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4045. Managing Costs and 
Improving Cash Flow 
Author Frank C, Wilson 
^ PjHustrates methods for ax curate 
cost identifications, formulas for 
| implementing effective 

, Management control systems. 
An indispensable management 
tool for managers tday who 
, wish to reduce m and improve 
b productivity. 261 pp. USSAL s 















The first: ever comprehensive 
guide to stock index futures — 
the néw investment management 
vehicle created by the future 
industry in 1982 for reducing risk 
and énhancing return. This book 
. explains how to compare, select 
and price contracts and how to 
üse contracts for investing, 
hedging and arbitrage. 366 pp. 
US$25.00 
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436. Managing Bank Assets And 
Liabilities 

A book that explains in detail how 
bankers can prudently seek to 
maximize profits within the: . 
gonstraints imposed by liquidity 
and interest rate risk and by 
capital adequacy. A crucially 
important management are: a! 429 


PP. US$44.00 
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haan And Appraisal Of 
| Heid € ompanies 
The essential book for any person 
who needs to know the value of 
closely held corporation or uti- 
cerporated busifess. Beginning 
with the fundamentals of 
valuation, the book presents both 
theoretical principles and genecalty 
accepted practices. Methods are — 
also applicable 4o regular 
corporations, general and lidited 
partnerships and sole : 
proprietorships. 410 pp. 178$62.00 
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424. Corporate Information. 
Systems Management 

A volume that addresses the issues 
of strategic planning in the design. 
implementation, and control of. 
large-scale information systems. 
Focusing on the entire information . 
system function. in-a corporation, it 
blends the management of IS 
technology with the role of general 


manager. 21! pp. US$24.00 













437, The Dow Jones-Irwin Guide : 

_To Commodities Trading 

À valuable reference that starts 
with a general overview of the 

-: Market, and continues with 
analysis of commodity price factors 
which determine cash price and the 
sepan facts and trading systems 

the trader will be dealing with. 
357. pp. US$41.00 
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‘Analysis. 1253 pp. US$62.00 
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960. Evaluating Complex 
Business Reports 

An immense volume of research - 
material circulates daily in all 
business environments. In this 
non-technical and. practical 
guide, the author shows 
executives how totake — 
advantage of the great potential 
business research has 10.0 
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“attitudes . -— ün unwritten set of 
niles that these board members 
follow in their governance of 

America's pedit From 
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ick Wilson in London | 

n Geneva, a middle-aged French bureaucrat representing 
e European Community tactfully fends off his 
Í Third World counterparts in preliminary skirmishing over 
he new Gatt round. In the sleepy Surrey town of Byfleet, the 
wner of a luxury-car remodelling enterprise supervises his 
0 staff on the loving details of their work. In the heart 
f London, a previncial newspaper proprietor prepares to 
ich a national newspaper using technology much more 
iced than anything in Fleet Street. In Florence, South 
on.and Cologne three authors (two of them women) are 
n.new books following the critics' acclaim for their 

S 
und a typical European summer. But not one of 


odeller Y. C. Kim and the newspaper tycoon 
— of Vietnamese, Korean and Iranian origin 
And the three novelists are all ethnic Japan- 











gh summer is a busy one for culture-bugs, too. An 
called the Treasures of the Forbidden City is draw- 
crowds in Berlin, linked with the Third Festival of 
‘ultures in which 160 Chinese and 350 other Asian 
musicians, actors, writers and dancers are participat- 
is has something more cerebral, a cultural conference 
form of a "Japanese-European Summit" where com- 
sao Tomita, architect Shin Isozaki, poet Makoto 





y the Japanese newspaper Asahi Shimbun. 





ipane 































et.at the Coliseum. Battersea Park is organising a peo- 


ear the Barbican Centre will be brimming over with 
| Kurosawa films, Japanese paintings, puppets and ac- 
a full-scale Japan Festival. The Nihongai traditional 
oup now in Stockholm (and earlier in Paris) will be 


cultural exchanges get bigger, but are not in them- 


bout 300 enterprises in Europe, is more recent and in 
e longer term more significant. What is it that so impresses 
opean workers and public opinion about these industríal 
wners or managers from the East? The first quality cited is 
ually courtesy, followed by openness and candour. "We 
can challenge any figure, any policy, without being fobbed 
Kf." a British shop steward at Toshiba's TV-manufacturing 
lant in Plymouth, southwestern England, says. “You are 
ess likely to be disruptive when you're made td feel part of 
he future." Another Briton, working for the Hitachi electro- 
factory in Wales, comments: “These people make the 
'tory buzz; they make things happen." 
Very often the Japanese success in European manufactur- 
g comes from going back to basics. That means a British en- 
neer working on the shop floor at the NSK ball-bearing 
ntin Durham, northern England. It means everybody in a 
ory wearing the same clothes: “None of this English pin- 
pe 
it 













is European. The Eurocrat is Tan Van Thinh,- 


id others will argue relative values with the cream of ` 
tier Latin — no doubt discovering a little bit more of - 
nese cultural identity into the bargain. The event is - 


oners are hosting the 4th Peking Opera Troupe and | 
se Gazaku Court Orchestra (at a Promenade Con- | 

¿and Rudolf Nureyev will dance with the Matsuyama ~ 
| science, medicine and economics looked firs 
summer festival around its Japanese pagoda, and late in 


es new. The work of Asian industrial investors, who now 


nonsense." It means that when Sony's Tetsuo Tokita | 
to Buckingham. Palace. to collect the company's. 
n's Award, the majority of his.acceptance delegation . 
ordinary workers from the South Wales plant. M 







make profits, near-miracles can be achieved. 


BATTLE FOR BRAINS 


in 1981, to 48.4% in 1983. “We have. 


salary, open-room arrangement in the 
office, slow decisions, unnecessary 


j3aper work and very close syipervision 
by Japanese!” But when theNapanese 

fo come across a trade union like Bain's 
Electrical, Electronic, Telecommunications and Plumbing 
Union, which sensibly believes in management that can 
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i 

| 

i 

> 

Sometimes they have to trust participation down the | 
| 

| 


‘throats of Europeans used to being mollycoddled. “I force 
- the staff to know how the company is doing," one Japanese 
executive admits. This kind of thing is possible in a small 
-plant. There, a Japanese manager can say about trade 
. unions: "If you look after people enough, théy won't want 


that sort of arrangement.” That is Ichiro Hashizaki of Sharp, 


‘but the larger Japanese electronic enterprises and the coming 


new Nissan motorcar facility have to deal with the unions, 
aiming merely to minimise their number. 

Hitachi and others are pioneering the no-strike pact, ifnot | ~ 
always by that name. Despite a few industrial disputes which » 
did little damage, Japanese managers are pleasantly sur- , 
prised by the productivity of British workers in their plants. 
Interestingly, the main failure has been of Japanese manage- 
ments to collaborate with British equity partners. Here the dif- - 
ference in priorities and philosophy has usually been too big. .. | 

But the main emotion which any foreign investor stirs up 
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BRITISH SETBACK IN THE 


By Hilary Wilce in London | 
ehe dreaming spires and red-brick laboratories of British 
universities were once an educational magnet for tens 











WM. of thousands of students from Asia. Almost any student 
who wanted to pursue higher studies overseas in engineering, 






ORE. ot Bed 
vative Party government of Prime Minister Margaret 
Thatcher introduced so-called “full cost” fees for overseas 
students. NEM 

Students who had been paying well under £1,000 

(US$1,400) a year in tuition fees were told that they would - 
have to pay double or treble that amount from the next. 
| 


that changed at a stroke when, in 1979, theine 


academic year. The move was bitterly condemned by Com- 
monwealth countries which felt that traditional cultural ties 
had been brutally, and unilaterally, shouldered aside, and 
Malaysia — which was sending far more students to the Bri- 
tain than any other country — reacted with moves to block 
Britain's lucrative £200 million export trade. | 
Relations have since eased, but the map of international 
student flows has remained irrevocably redrawn. Students | 
who once would have gone automatically to Britain, areeew 
dispersing to Canada, Australia and. the United: States. 
Those who do still come to Europe are as likely to go to West 
Germany, France, Belgium or the Netherlands as to Britain. 
In 1979, the Igst year before the fee increases came into'ef- 
fect, there w&e 14,700 Malaysian students in Britain. By 
1983 this num Kr had dropped to 6,300. Similar declines have. 


taken place in the numbers coming from Hongkong and 











ad 


Singapore, and to a lesser extent, India. 7. 
In addition, the proportion of oversc 
Far East in Britain has also gone down 





















tion now,” Osman. Jaffar, dire 
department in Britain said. "It i 



















TE is piona more than 
50,000. The Japanese are criti- 
cised. for not promoting local 
people. bb. the big securities 
houses argfan exception: Nom- 
urteanessf amaichi both employ 
British graduates; 

-What the Japanese complain 
about is market fragmentation 
and bureaucratic’ restriction 
language difficulties and, in the | 
case of the Matsushita plant in 
Wales, not enough distinctive 
innovation.. Matsushita is now 
planning its oWn research-and- 
development laboratory in Bri- 
tain. The attitude of labour and trade unions is also per- 
plexing, especially in the Latin countries. “Conditions 
for workers here," complains Hiroaki Arai of Euro Pentel in 
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France, "are already too good, and they still push for 
ner money and more vacation. I don't understand 


Even an individual Japanese can. become an entrepreneur 
shoal and then to Cambridge University, started his own 
company after serving an apprenticeship in the City of Lon- 
don and now has a sizable restaurant, employment agency, 
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e e also feel there*are very good institutions in other cou: i 
fes ! 
| And though France has seen a similar decline in the pro- 
portion of Asian students in the country, fronva peak of 21% 
of the overseas student total in 1974, to the present 16%, 
France, Belgium and West Germany are all now common desti- 
nations for students from Malaysia, most of whom are study- 
ing science, medicine or engineering. Arrangements are 
made fog students to ei the Mee languages’ per 
i5 easily valable. 

To try to recapture some of their lucrative last market, 
British colleges and universities have gone on the offensive. 
A few. such as the London School of Economics, have laid on. 
special courses and sent their own emissaries on salesmen's 

wings through Asia to entice students back through. their 
. Jortals. Others, including almost all the country's univer- 
“sities; are now paving out £5,000 a year to fund special re- 
cruiting offices, set up by the British Council in Hongkong, 


M menant hee 


P N E E TERRE REA 































about the economic and ene effecti ot e ms 
flow of their brightest and best students. In West 


. means-tested grant, and 80% of these are refugees living imn. 


|. order to keep students at home for at least part of their s 


numbers of Chinese students now travelling overseas i 


. thrust towards: modernisation, and it has shown itself 


However, some Indian 
nessmen are now pa 
price of early success. 
worrying the Indian c 











Rajendra Gothia E 2 
biggest personal bankrupt | 
British E i debts e 
ceeding £170 million (US! 
million), and Abdul Shar 
















dian A nE esin Britain, get- 
ting into liquidity difficultes. 
Sethia is 35 and, since leaving 
the London School of Econo 
mics, he had taken his Esal 
Commodities on a dizzv round 
of expansion until last year's crash. Other members of. 
family, who had been more prudent, remain safe, but 
general shadow over the Indian community is feit regretful 









































put on the other hand, Swraj Paul is soldiering öt 

. one of his biggest new takeovers in the TV field 
having been misled over its true worth, and is. 

up a big new steel venture with the state-owned Br i 
Corp. There is even an Indian businessman making- 
malade in Scotland. 
When a Swansea University engineer produced à 
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En ice. 

Yet countries in Europe may never again see quite. 
level of Asian students they grew used to in the È 
1960s and 1970s. The economic Suma is s harsh i i 3 





for example, where there are 3,000 Indonesian stuc 
the second-largest national group after Iranians — 
visa regulations were brought in two years ago to clamp d 
on overseas student numbers. All students now have t 
cure their West German university place before le 
home country. In addition, it is increasingly hard fc 
to find the kind of part-time work they necd to « cover their. 
high living costs — fewer than 15% of all overseas students 1 

the country receive any kind of grant. Equally, in France, - 
only 14% of Asian students studying there get any kind at. 





the country. 

Meanwhile the squeeze is also on students in-their home 
countries, In Malaysia, for example, students pay out an esti- 
mated (US$700 million) a year to study overseas, dramingthe | 
country's foreign exchange and putting strains on ifs cultura D 
and intellectual life. To tackle what it considers an urgent 
problem, the Malaysian Government is expanding pre- uni 
versity education, to delay the age at which young people A 
leaving the country, and exploring the possibility of twinnir 
its own higher-education institutions with ones abroad. 








time. - 
- One area, though, where business is escalating is in 





study. France, West Germany and Britain all report big! 
in the size of their Chinese student population. Educatie 
the new technologies is an essential plank in the c 


to buy the expertise wherever it is available. 
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in mus ds vu Ts'ong, Ky ha Chunk 
and her brother Myung-whun Chung, the soprano Mitsuko 
PL Shirai and the soloists Mitsuko Uchida and Mayumi Fuji- 
kawa, all of whom live in London, Paris or Hanover. As for 
literature, London still boasts the three famous young 
novelists of Asian origin, Timothy Mo, Salman Rushdie and 
Kazuo Ishiguro. And on the art scene there are cr Euro. 


id business. 'commühity 4n Britain 1 po 

rough the Durbar Club, CIE is putting up money f 

mputers for Conservative Party Central Office and consti- 

ency candidates. There is every hope also that an Indian 

vill be elected to the British Parliament in the next general 

lection — to become the first Indian MP for 60 years. 

© The Chinese investment flag tends to be taken up by a 

andiul of small ventures from Hongkong, Taiwan and | 

‘Singapore. Taiwan’s Tatung UK is now milking profits from | pean centres. 
i" 


















ers such as Zhong Ming living in London and ofer Euro- 
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the Decca TV plant is took over four years ago, and Tatung The days when an Asian name or tace was a surprise have 
 micro-computers are also being made at Telford, Shropshire. long gone in Europe, especially in the big cities and especially 
Singapore has produced three or four new young industrial |^ in Britain. Asian competition à ind excellence is now taken for 
nvestors recently, with Irish Jurong making bags in Dublin, |. granted, not only in finance and industry, but also in politics 
Benny Ong into high fashion in Mayfair and Francis Kang's and the arts. The thin line dividing an immigrant from Asia 
Tactical Controls in Worthing gir industrial processing .| and a new citizen of Europe is constantly blurred, to the 
quipment for the European and Chinese markets for a turn- | benefit of all. As Issey Miyake, the Paris-based Japanese 
ver of almost £1 million. Another medical-equipment ven- | fashion designer, crisply puts it: "The cultural melting pot is 
ture is soon to be launched in southern England. | the keynote of our time.’ D 


| 
| 
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he rising raj of S Swraj - 


"the. more than 500. Asians who y 
e ste ling millionaires in Bri- | 
ul is king. While others g 
orrowing, Paul patien ntly builds 
ustrial and property empire 
| 







takeovers ot ailing British firms, the | 

Fidelity TV and cordlesstelephoneen- 
rise. Acuaired last year For £13. 5 | 

on i > 






















inancial caution and technical T 





racing more than 20 subsidiaries | 
1, electronics, property and en- — g 
g) achieved a ilio). ^ of £109. f 



















ow a citizen and resident of Bri- 
le does not belong to the pre- f | i 
Durbar Club through which Paul: king of millionaires. DICK me 
dian businessmen: orchestrate | NOS COUP mene RITU 7 
applause for Prime Minister predator on over-cossetted. “Indian = lock H 
rgaret Thatcher. = companies. =€ - ' design k 
le is friendly with: Sir Eldon Grif- Meanwhile, he has paid his respects 5. modest : n wi 

fiths and Douglas Hurd in the Tory to the memory of the late prime minis- or pretension. ut es TT 
adership, but he claims to beapoliti- ter and her father, Jawaharlal Nehru, — Every Saturday sees Paul still qum 
I, being seen with SP osition Labour by establishing a Nehru Chair at Cam- working. not in the office but for the — 

n 
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"arty leaders as much as Conserva- bridge University. — .. British Indian community, which is ab 
ives. He admires Thatcher’ § policies- The two id pillars of the Caparo ways beset by problems from im: nigra- 
but not her style of leadership. group are both new. The first, the tion. Pese S - we? m 






. His friendship with the late Indira United Merchant Bar steelmill at. 
Gandhi after she lost power in 1977 Scunthorpe, reflects Paul's. canny eye fi 
was both personal and political and, for spin-off from the present privatisa- — (v ! 
though he is reticent about the connec- tion vogue. The state-owned British . oe T 
tion, it is clear that he has an inside Steg! Corp. (BSC) was happy to sell he masterminded the 
seat at the court of her son, Indian hima75% equity share it in none ofi its old E: val or India in Britai i 
Prime Minister Rajiv Gandhi. mills. ccc Fo 
_ The concrete expression of this is Paul is putting in new ; technology i 
is investment of Rs 500 million and has negotiated a slimmed-dpwn | 
JS$42 million) in a chemical-fer- ^ workforce to meet an assi red ma ket — 
iliser plant at Shahjahanpur in Uttar starting next year en BS 
adesh with the Calcutta-Dased pae 5 phase. out othe 
lis. a The the . > | 
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Germany is one of the most industri- 
ous nations. And. WestLB one of its 
major banks. As a universal bank 
we offer made-to-measure financial 
services to all kinds of industries. 
This is just one example of our 
ability to provide solutions tailored 
to specific needs. Of course, sophis- 


cated services depend on tanaible 
assets: The vast resources of inter 
national banking. Plus an imaginative 
and innovative approach to financing 
That, in a nutshell, is WestL B's 
simple yet universal business con 
cept. You can bank on it wherever you 
do business 
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Extend irresistible invitations. 
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| into “an interesting penodiar to read.” 








By Cf Das e in Kuala Luis. 
T Kualà Lumpur theatre scene 
looked rather cheeky in-mid-July 


when a band of young actors put George | 
Orwell on stage to show how @ery 1984 
Malaysia's 1984 was. In fact 1984 was no. 
more (or less) Orwellian than 1983; but. 


Orwell was irresistible here in 1984 às 

anywhere else, and as elsewhere the re- 
sult smacked of forcing the nightmare to 
fit into the reality. 

_ Certainly there were still laws in the 
books which would have made former 
US president Jimmy Carter’s human- 
rights heart flutter. But Malaysians liv- 
ing with the notorious Internal Security 

ge Act (ISA) which has allowed detention 
Without trial since 1948 were not exactly 


having nightmares about Room 101 in 


the "Ministry of Truth." 
And the local Winston 
Smiths of pre- independence | 
Malaysia, including those- 
who had tasted the nastiness |. 
ofthe ISA, are noronly pros- 
perous establishment figures 
now, but even apologists for 
the draconian laws. More | 
than one has actually told the . |: 
press that it was not the laws -| 
but the implementation of 4 
the laws that had been irk- |: 
some — a common enough .| 
style of rationalisation of | 
those who join systems they 
cannot beat. Indeed, was not 
that exactly what Orwell's 
‘Winston Smith did? 

The play, called 1984 — 
Here and Now, was surpris- 
_ ng not because it attacked 
| the ISA quite boldly but be- 
cause it managed to get past 
police censorship. How it did so was 
perhaps not as mysterious as some like 
to make out. One of the young actres- 
ses who went to the police said the of- 
ficer she met — there were three de- 
partments including the secret service, 
the Special Branch; which had to ap- 
proy@a licence — told her the play was 
too(complicated and asked her to give 





him a verbal summary, which she 
quickly did. He then approved the 
Script. 


he play, written: by journalist Kee 
Thuan Chye, did not merely pick on the 
ISA but virtually on every other grouse 
against the government Malaysians 
have ever had, including the-ease with 
. Which amendments can be made to the 
constitution, which one prominent law- 
yer has. described as having developed 
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|1984 — Here and Now: no censorship. 


The. phy: also took swipes. "at the 
bumiputra policy (which gives the indi- 
genous races privilegés over the others 


by not too subtly identifying the Malays 


as Orwell's Party-men and the Chinese 
with his proles. $e 

A prole named Yoné, forexümple, is 
driven out of her home by her father and 
brother because she associated (and 
horrors'slept around) with Party-men. 
The middle-class Kuala Lumpur audi- 
ence might have been particularly tick- 
led at the idea of openly flouting the Is- 


in close proximity with members of the 
opposite sex, who are not spousesor im- 
mediate family. The play suggested that 
Party leaders. were. Peerna about 


the religious norms they impose on the 


population, 
K; pressed this point from the be- 
ginning in a sequence of anger and 
misery and pleading with Big Brother to 
turn off the omnipresent TV screen. 
The unhappy Party-men and women in 
their paroxysm of grief also wail tiat it 
was all against their “religion,” again a 
not-too-subtle dig at the Muslim ex- 
trempts who want to ban all pleasures 
inch#ling drinking, gambling and TV. 
In ct one character screams, “Throw 
th€ TV into the river,” a line made 
notorious here by one group of fanatics 
about seven years ago. 

Big Brother, not recognisable as Ma- 
laysian, was. played rather benignly, 
bland hypocrisy oozing expansively all 
over d Huge TV screen, by stage vete- 
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| ernment's unwillingness to be 
| ble to the voter. 
lamic khalwat laws, which forbid being | 
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| allowed the production. 


lat Pane. aie not t appt pre ai them 


tain was due to go up. 
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Kuala Lumpur audiences the refi 
had immediate echoes, Prime Mian 
Datuk Sen Mahathir Mohamad. 
made the same point in April. 
the press of exploiting the "lib 
policies of the government for dis y 
Pass. 
The three-hour play was almost 
continuing catalogue of the gos 
ments sins, and the enthusiasm «y 
mixed cast of Malays, Chinese amd: 
dians left no doubl about their iden 
cation with the public preoccupatie 
with the problems created by ff 
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Malaysia's Winston Smiths inci 
1940s and 1950s and even 1960s 
with an almost careless abanc 
communist party. Today. with t 
still on the books. t uA 
to “berdi aog” 
dialogues with the 
mne i 
























purposes and agi un 
to bury 
near the a : 
Papan in Perak. 
way is by writing d 



























Bam ‘the. go vera 
terms that no news 
would have printed 
three years ago. And t 
unions, which were - 
beaten only in 1970 by th 






























us leaders under the 
are now flexing their muscles 
threatening a nationwide strike, 

And now there is the play. Neif! 
the director, Krishen Jit. who hast 
producing pays 2 the past ol yea 




























ten four diode. die aae StS n 
since 1973, could explain why che pi 
The gui 
began as soon as the perm" cam 
through only a few davs before the-cu 
One pe 
though not completely convincim 
ment was that the police offici 
cerned were too obtuse to ur 
the subtleties of the play. One | 
answer, according to at le ast one 


hot interested in 
a security is "m. 
IIRI . Here aH 
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tor, t 
tion, Shadrin, counterpart to Orwell's 
O’Brien, who for dramatic reasons is a 
oman, escapes into the theatre au- 
ditorium and harangues the rather sur- 
srised audience to resist the totalitarian 
 blandishments of the establishment. 

< Kuala Lumpur audiences are not fa- 
mous for cheering wildly even at the 
best of times. So when Wiran asks for 
resistance, and pleads, "Say 'Yes!" 
here were no wild shouts of approval. 
But there was quiet aquiescence. There 
were voices saying, "Yes." One lawyer 
in the audience said it was "great stuff." 
He suggested that the play should tour 
€ country. Asked if he thought the 
ay could have transgressed any of the 
aws he said “one. could make out a 
‘under the sedition laws. But it 
d need testing, that is, the au- 
s would have to depend on a 
c complaint that certain "sensitive 
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was a district officer in the British 
onial Service in Burma. Despite his 


y with the Indian Congress 
rty who was fighting for indepen- 
.In 1942, Orwell found himself 


he Indian Service of what was then call- 
he British Overseas Service, now 
he BBC External Services. 

There were many Indian soldiers 
fighting alongside allied forces at that 
time and the British Government was 
anxious to promote the idea of the loy- 
alty of India as a part of the British Em- 
pire. Orwell found himself obliged to 
Write and broadcast, in his own name, 
talks about the important unity of India 
with Britain, even when his own views 
were known to be diametrically op- 
sed to this. The experience was obvi- 
sly a bitter one, and when he left the 
adio and wrote his novel 1984 shortly 
fterwards, he modelled the sinister 
orld of controlled information in that 
ok on his recent experiences as a 
broadcaster. mE | 
. This is a curious story, not just be- 
use it illustrates the strain that broad- 
casting “in the national interest” can im- 
pose on theestaff of a national overseas 





fore World War II George Orwell | 


he became known in India for his | 
casting in the: 
country, is dorie i 


in England, as a talks-producer for - 
















Kee; Orwell: intrinsic protest. 
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issues" had been publicly discussed 
which tended to create racial unrest. 
"But after having approved the script, 


well, there might be a problem . . ." 

B: the audience, largely consisting 
of the urban, educated middle class 

were not expected to complain. In fact 


they were expected to sit back and con- 
gratulate themselves for being in agree- 











station, but because it raises the ques- 


tion of what the national interest means. 


I think it is universally accepted that all 
overseas broadcasting, that. is, broad- 
language of the 

ie national interest. 
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Is sit in the 
audience to see if any of 
the conditions of the per- 
mit have ben flouted. 
The police, fOr their part, 
know from expgrie»e 
that when the play ends, 
the audience goes home — 
not to any nearby cafe for 
a post mortem, 

50 in the end the ans- 
wer to the police permit 
mystery .could be quite 
simple. The theatre is not 
: about to start a revolution, 
and if it serves to let off some steam in 
the University of Malaya campus’ Ex- 
perimental Theatre, why not? 

The Five Arts Centre which pro- 


Ec IC Ve, 
,that Spec 


duced the play has provoked some con- .. 


troversy in the past, giving time ani 
space to the talented Malay dance 
Ramli Ibrahim whose. Indian classical 
dance performances on stage were at 
times almost pure Hindu ritual. Ramli 





eine 


itself is controlled in China, though this 


is less and less true of domestic jour- 
nalism. Newspaper eolumns are used as 
weapons to expose corruption and to 


prompt police action in a way that ap- 


pears to be independent of the great 
ropaganda campaigns of the past. 


None of this appears in the English-lan- 


| guage media. English-language media 
Seem to be operated under “crisis” con- 
 ditions: that is, they are engaged in a 


of.the target. 


I have had the opportunity to compare 


this national interest. in two forms, 


as a foreign expert for Radio Beijing, 
between 1982 and 1983, and then for the 
BBC World Service. 

For the BBC today national interest 
is synonymous with maintaining the 
reputation of the BBC itself for truth 
and unbiased reporting, which it inter- 
prets as being the greatest tribute to Bri- 
tish responsibility it can offer. The BBC 
External Services is not what the British 
Overseas Service was in wartime 40 
years ago. It is in a unique position 
among overseas broadcasting services 
in that it has obtained complete gdito- 
rial independence which it defenWs de- 
spite the wishes of successive g 
ments who would like to be able toi 
ence the programme content of a ser- 
vice they pay for. | ; 

Radio Beijing, however, dissemi- 
nates information that is carefully con- 
trolled, albeit less rigidly than six years 
ago. One could argue that information 








| through the experience of working first | 





-non-violent “war” with the West which 


still pertains despite the “openness” of 


the present policy. 


fhe desire to prove the inherent 


“superiority of the Chinese system to the 


rest of the world has in no way abated. 
What I would call propaganda m 

Chinese colleagues would have calle: 

information — if they could be per- 
suaded to discuss it at all. Information is 
necessarily controlled for the sake of the 
national interest. (Incidentally, prop- 


aganda is not a dirty word in China.) 
Radic Beijing's. English-language 
service is just one of 38 language 


services other than Chinese, including 
Esperanto, transmitted from the 
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L ions iced DONE. permits 
A perform n public. Some years ago 
Whe then home minister, Tan Sri Ghazali 
ShaWf"suggested that since there were 
no lions in Malaysia the Chinese should 
pethaps develop a tiger dance. The pro- 
posal was greeted with considerable 
anger in the Chinese community. In 
‘Kee’ $ play there is a spirited display of a 

“tiger” dance and it is quickly stopped 
by the Party "police," suggesting that 
-Big-Brother would not countenance 
such abberation even after attempts to 
conform. 

The lion dance together with fire- 
crackers came under strict control dur- 
ing the war with the communists because 
the noise was used by assassination 
_ gangs to mask the sounds of shooting. 
"hat communist insurgency which in- 
ed British police officers to create 
the Emergency regulations, which in 


| turn spawned the ISA, began in 1948. 





minorities, history, and archaeology. 
Radio Beij jing is beyond the range of 


dicated band of enthusiastic listeners, 


cisco, praising the pleasantness of 
Radio Beijing's broadcasts in compari- 
son witb those of Radio Moscow. 
Perhaps more surprisingly, they would 
frequently get letters back from the de- 
dicated staff in Radio Beijing's corres- 
pondence section answering their re- 
quests in person, expressing condo- 
tences for the illness of their wife or 
heir brother's blindness or some other 
personal sorrow. Hence there was a 
sense of a lively, friendly contact with 
the audience. 

Although I sometimes wrote and di- 
rected dramatisations for broadcast, or 













part of my job was to take the English 


me material. The originals for these 
.Script$ came largely from such English- 
language Chinese publications as China 
Recqnstructs or China Pictorial, and 
sométimes from the Chinese scripts pro- 


at the ministry. I never discovered what 


did any of the programme-makers leave 
"Be building to seek live material for 
their programmes, though many of 
them were keen and eager to do this and 









about Chinese arts, industry, ethnic [į 
‘most short-wave radios in Britain or the || 
JUS. Nevertheless, the service has a de- | 


many of whom would write regularly | 
from Hull, Norwich, Ohio or San Fran- | 


produced my own features, the basic. 


translations of my Chinese colleagues 
"and turn them into acceptable program- ` 


duced by a central pool of script-writers 


their source material was. Very rarely | 


: rother happily 
uses the “Emergency” and to an extent 
it is a successful image. H fails, however, 
when the audience has to decide whe- 
ther at any given moment it is a race 
conflict or class conflict. The mixed- 
race cast also confused the picture with 
a Malay girl playing the leading prole. 
i of the more severe critics of 

the play argued that the. playwright 
could not make up his mind: Tf it was 
about totalitarian trends it detracted 
from very real race problems. In the 
Malaysian political context, however, it 
is doubtful if the majority of the audi- 
ence were distracted by such purist no- 
tions. The fact that someone was asking 
the awkward questions many people 
would like to ask, was enough. 

It also seemed that the audiences 
were unconcerned that the essential Or- 
wellian preoccupation was the destruc- 
tion of human relationships and that the 
drama lay in the betrayal of love and 
trust which a totalitarian system de- 
mands. The play touches all too dli 






























many y people said 
and that "there. 





















moved: vou aout ihe M ues 
was that the Five Arts Centre peopl 
were very daring. | 
And that was pet haps io wor 


|. 

| 

| 

| 

i 

| 

| 

n but the play did not manage to fiv et 

| it. The audience laughed and applai 

but were not moved by the appe: 

| "Say Yes.” So perhaps there isnó 

tery about the police permit for th 

| play. Perhaps despite the periodical of 

| ficial warnings about the dang 

communists, there is no worry abo: 

: many Winston Smiths brooding 

plotting as they did in the 1950s. 

The play proves one thing, ho 

the public is still allowed a mind c 

p own, and continues to i use it. 

" 


cover up "ac Bank Redi 
was also illustrated by the many p 
who, however quietly, said "yes" 











9 public announcement. 








complications of trying to obtain infor- 
mation which had not been checked and 


authorised. 
M y job was clearly simple enough for 
any native English speaker. Once | 
had revised or rewritten the scripts I was 
not supposed to have anything more to 
do with them. They would be chegked 
and sometimes corrected by a senior 
Chinese colleague (who had a liking for 
Victorian English), re-typed and broad- 
/one of the announcers, inset with 


























Kin the process ‘of rewriting those 


.lems dgio 
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purpose. ‘One V 
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scripts, a large number of f nagging prob- | 







d China of giving: out information. One of | 

























Radio Beijing's listeners in Ohio on 
sent a friendly letter full of curio 
| about China's energy reserves 3e 
end of his letter he. asked for an appro 

| 


ports — & statistic which. whethe 
rate. or not, is readily av ailable for 
countries in the world. As we had m 
ference book of this kind, the: 
Chinese producer of the prog 
rang the Ministry of Energy to ask tf 
simple question. Who are vou? What: 
vou want? Why do you want it? was t 
response. In the end he was told 
within two or three days he would b 
formed as to whether or not the ans 
was available. No wonder my 











sistance to a. any pic h 

ministry like this, — . m 
Meanwhile, f. _isteph« 3 

band and within half an ho 
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ought in Hongkong. I in cf far 
programme. To those who have lived in. | progr 
‘hina I need hardly say that the figure 

was withdrawn. The ministry conveyed 
that the question was not an acceptable 
one, and the answer finally. given was 
something like: “China exports coal to 
|, many countries every year." 

= = Another problem was a predisposi- 
-tion among my colleagues to turn jour- 
... nalism into story-telling. This was partly 
= due to lack of training in giving the 
-names and facts behind a situation, and 
-partly to a genuine, almost sentimental 
- faith in the stories themselves. The 
_ source of these stories was generally the | Chinese tradition of going to live with 
mysterious central department, which | her husband's family after marriage, she 
jurned out script after script in Chinese. | and her husband had decided to dedi- 
"When one of my colleagues was short of | cate themselves to the care of her par- 
material for a programme, she could go | ents, since she was the only child in the 
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ticide. However, I was usually able to — 
spike these stories on the grounds that 
they would create a “negative impres- 
sion” on our listeners, because they 
would seem to be merely empty prop- 
aganda. P uu 

The third and paramount rm is 
ah inbuilt distinction in the Chinese sys- 
tem between public knowledge: and 
public announcement. Most of .the 
Chine€e media are dedicated to public 
announcement. Thus important events 
often go unreported, because they only 
form part of the inner information net- 
work, not part of China's projected 
image. | 

In August 1983, for instance, there 
was to be a public execution of 30 



























their story would be presented in the 
programme as current, factual news. 


















A typical story would start off some- 
thing like this: “Li Hua ts a beauti- 
ful young girl who lives in Sichuan . . ." 
It would emerge that Li Hua had just 
married, but instead of following the 
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POLITICS. SEE | | | When the Naxalbari u rising took 
Da place in May 1967, with the killing of 


^s ll ease E H local landlords and some policemen, it 
ollowing the line was quickly crushed but ^ let loose a 
d ES T : AREE new upsurge in India's list of peasant re- 
Sim The Naxalite Uprising by Sumanta Banerjee. | bellions«The chronic shortage of grain, 
RR NC j famine conditions"in certain states, the 
| DEDE flow of people into Calcutta, all coin- 
he tragedy of the communist n and rural scene of India in the late | cided with the worldwide student move- 
E ment in India hasbeenitsinabilityto | 1960s. He also provides an excellent | ment, the influence of Maoism and re- 
hink things out for itself. Communists | short history of the Indian communist | newal of the concept of armed struggle 
ve always felt the need to hover | movement, deftly handling the pre-par- | from the countryside. Even then it was 
Brott lci i - | tition period and then the multitude of | not the bulk of the Indian peasantry that 
-| splits that followed. Disillusionment | rose, but fringe groups, many of them 
with the CPI led to communists forming | tribals, who had been totally bypassed 
foscow and the Con the CPI-Marxist in the early 1960s and | by what little benefits development and 
rn. Periodic policy changesin Moscow | that was followed by the formation of | the Green Revolution had bought to 
d to Indian communists shifting from | the CPI-ML or CPI-Marxist-Leninist, | India. MV FR 
one extreme to the other, based not on | in May 1968. — Half a dozen uprisings occurred in 
analysis of local problems but on what |, — — „astern and .south- 
talin or Khrushchev ordered. In the eastern India and 
:1960s it was China's turn to play Big these were coo! 
Brother. The rash of Maoism sweeping nated by Charu 
the world before and during the Çul- zumdar. An old act- 
tural Revolution led to breakaway com- ivist and Maoist, he 
. munist parties all over the Third World had taken part in 
. launching Chinese-inspired revolution- the famous Telengana 
|. ary struggles. India's revolutionary up- peasant movement in 
surge, though ultimately a failure, was 1946 when the influ- 
‘to. have profound implications for the ence of Maoism — or 
country’s future. | i... revolution from the 
... Banerjee has written a definitive 4- countryside rather 
book on the Maoist uprisings that swept |. than RussMé-style 
; parts of India from 1967-72. It is exhaus- , urban . insurréctions 
tive both in terms of documentation of —- first appegtred in 
e course Of events as well as of the ;f India. He left fhe CPI 
mplex theoretical debates carried on . to join the CPI-M and 
those heady times. The author is par- then, disagreeing with 
tisan, and more than likely was a par- what he termed their 
ticipant at some stage of the movement, .collaborationist line, 
‘helped form the CPI- 
. Bannerjee gives a 
great deal of insight 
8. into the debates that 
¿raged in those. days . 


: ress, Londo n. No price given. 
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people in Peking stadium. It formed 
the beginning of a campaign to clamp 
down on petty crime and corruption by 
the authorities. Everybody who had not 
heard about it through meetings and 
discussions could have learned about 
it from small posters which appeared 
on electric-gower poles around the capi- 
tal. It was gommon knowledge, and ex- 
pected to be, but it never appeared 
lio Beijing's news about China. 
1, a major part of each day's 
ws bulletin was given over to flagrant- 
ly biased editorial comment gn world 
events. 

Despite the formal agreements 
which put every available comfort in the 
way of foreign experts, such as six times 
their Chinese colleagues’ salary, warm 
and comfortable accommodation, holi- 
days and good food, there were few for- 
eigners who were able to complete their 
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between the principal leaders — Kanu 
Sanyal who led the Naxalbari upris- 
ing; the charismatic Ashim Chatter- 
jee, ex-student leader and ultra Mao- 
ist; Sushital Ray Chaudry, editor of 
the monthly party magazine Libera- 
tion and party secretary in West 
Bengal. Looming over them is the au- 
thoritarian figure, of the general sec- 
retary Mazumdar, living underground 
with a chronic heart ailment, which 
caused his death in 1972 only 12 days 
after he was finally caught by the po- 
lice. 


hat emerges from these debates is 

an almost blind devotion to the 
olicies and tactics of the Chinese revo- 
lution. with few concessions to the par- 
ticularities of the Indian scene. Mazum- 
dar’s slogan, “China’s Chairman is our 
Chairman” became an embarrassment 
even for the Chinese. The area of 
Sirikakulum, where another uprising 
ook place, was called the Yenan of 
andia. The party's class analysis of the 


~~ peasantry — poor and landless peasants 
.|. will unite with the middle peasants to 


oppose the rich peasants — was vintage 
Mao with no Indian adaptations. 
Mazumdar's mistake was to initiate 
a policy of “annihilation of class 
enemies," where guerrilla groups killed 
local landlords or policemen without 
the necessary mobilisation of the mass- 
es, ich Mao demanded from his 
cadges in China. In Calcutta hundreds 
of sfidents went on a rampage, killing 
traffic policemen while totally ignoring 


the workers’ movement. Once the kill- 


ings started, a reign of terror developed 
on both sides. Police and paramilitary 
forces moved into urban and rural areas 
shooting down suspected communists 
even after they had Been arrested. By 
August 1971 some 1,800 CPI-ML cadres 
had. been shot dead by the police, many 
of them in jails. 

There is no doubt that the Indian 
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contracts without experiencing a kind of 
intense cynicism and burning frustra- 
tion. This reaction was partly a result of 
unfamiliarity with the system, but the 
foreign experts were by no means alone 
in feeling such stress. The position of a 
Chinese journalist working in a situa- 
tion where information is considered to 
be not only limited but a dangerous 
quantity can, at times, be extremely 
painful. 


tress of that kind is a very common 
feature of Chinese life today, par- 
ticularly for anyone engaged in one of 


the so-called intellectual professions. As 


foreigners we could relieve our feelings 
by speaking out loudly and unheedingly 
about what we felt to be falsifications, 
mistakes or stupidity. We could treat 
the whole system as though it were a 
blind and deaf schoolmaster, and on the 


state system had suffered its worst shock 
since independence. An entire genera- 
tion of Indian youth was caught up and 
later trapped in the cycle of this move- 
ment. Sons of the Delhi rich left college 
and headed for Punjab or Uttar 
Pradesh, where they tried to raise the 
easantry by arbitrary killings of land- 
beds. The state itself doubled and trip- 
led budgets for the | police and 
paramilitary forces. New sophisticated 
security forces were raised; the army 
was strengthened with counter-in- 
surgency training and weaponry. 

One of the reasons for the 1975 
Emergency was the deep imprint of hor- 
ror that Indira Gandhi had left on the 
political life of the nation, by the way 
she dealt with the revolutionary move- 
ment. In 1973, when the movement had 
collapsed there were some 32,000 com- 
munists in jail, and many of them had 


| 


whole, we did. Our Chinese colleagues 


| could do no such thing, nor could they 


hope to escape from the class after a 
year or two. 

Early in the summer of 1983 there 
was an astonishing announcement from 
Radio Moscow on my short-wave radio 
in the Friendship Hotel in Peking. The 


| announcer said that there had been 
| signs of unrest among the Soviet popu- 


lation about the war in Afghanistan. 
Many young Russians were being killed 
there and only a small percentage of 
these deaths were being reported. | 
later heard that this statement was made 
in two successive bulletins before the 
announcer was arrested and the report 
amended. I felt I knew that announcer's 
state of mind: he was the victim of his 
sudden desire, which became more im- 
portant than anything else, to tell the 
truth. 


been there for three years without trial. 
An international upsurge of criticism 
from human-rights bodies and lumi- 
naries across the world urged her to end 
the barbarities that were being perpet- 
rated in Indian jails. 

And China? China had already for- 
saken the Indian revolutionaries despite 
lavishing praise on them in 1970 in the 
pages of Peking Review. China went on 
to support Pakistan's actions in 
Bangladesh that led to a major split in 
the CPI-ML and was soon cozying up to 
president Nixon, the former "im- 
perialist paper-tiger." Just as the Soviet 
Big Brother had deserted its revolution- 
ary children before, so the Chinese were 
to do the same with the Naxalites. But 
then the Naxalites themselves were to 
blame for hero-worshipping somebody 
else's revolution and trying to make ff 
on their own. — Jamal Rasheed 























































By Paul Ensor in Seoul 


ix months after the collapse of the 
ww Kukje Group, bankers are still pick- 
ng up the pieces as concern over the 
ebts of the country’s other highly 
geared business giants mounts. The re- 
lution of the Kukje problem, which ts 
pected to be finalised later in the year 
vhen new owners formally take over 
e management of Kukje’s subsidiaries 
m bank creditors, shows up the best 
d the worst of Korea Inc. 
Decisions have been made on a 
highly centralised basis, and they have 
een carried out quickly; the various 
ubsidiaries are still functioning. The 
je operation, however, has been 
ked in secrecy, making it hard to 
to what extent Kukje's problems 
really been isolated and dealt with 
xevent problems from recurring. 
ier Kukje nor its bankers could fur- 
the most basic financial figures 
g outsiders to rely on other outsid- 
or this information. 
ikje’s troubles came to a head in 
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the company out to help it pay 





ion) in short-term debts. The gov- 
ment had agreed to help with funds 
December when the company faced a 
lar crisis c over its short- term borrow- 











ding coe a. to a 
, between December and Feb- 
y; under government pressure the 
ny reduced short- term debt by 


P 
Nn 
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: its shock term ~obb onions: 


FB) on 23 February. 
ince taking over Kukje's-manage- 


purchasing Kukje subsidiaries and 
Kukje and its other creditors. At the 
me time, it has worked to restore the 
ancial stability of the group. The gov- 

ient's heavy influence on the coun- 
y's commercial banks is well known, 
lin à case as weighty as. Kukje — it 
s the sixth-largest business group in 
ntry until February — the gov- 











'n strong though clandestine. As the 


the ` banks- 

















: W hen. 


ruary when the government refused || 


«around Won 300 billion (US$341 - 





tk ee ees was transferred to- 
dead. bank, the ‘Korea First Bank 


nt, KFB has acted as a middleman | 
between the government, ‘companies | 


int's role in decision-making has 


e of one Kukje subsidiary put. 
ome in to rear- | 





ate is still under negotiation, officials 
are reluctant to discuss the matter. 
"Kukje is still a hot political matter," 
said an official at the Ministry of Fi- 
nance. The government has been espe- 


cially concerned about keeping the issue 


away from the feisty opposition New 
Korea Democratic Party in the national 


| assembly. 


The decision to place Kukje under 
the management of KFB was a decision 
of the government, which was then sur- 


| prised by the strength of the shockwaves 


their move produced — local. and 


foreign confidence in the South Korean 
econarhy was shaken. 


| Ki had TRUM "about Won 50 


billion from foreign banks in Seoul, 
and its subsidiaries: abroad hadgjoans 
amounting to around US$300 
The company's tendency toward 
rowing from many different sources Was 
reflected in the 30 foreign banks from 





—- | which it received loans, compared to an 
rs. | average of around 10 for South Korean 
| companie: 





of comparable size. Foreign 
nkers. were con scious that Eukj as 






















































'Kukje. 


\ 


say that it was willing to pay hig: 
and because of the large number " 
eigners involved, in most cases. 
sures ware fairly small. 
Foreign bankers who had lent 
Kukje have few complaints about th ur 







treatment. "It was Korea Inc. at work," 
recalled one banker. KFB had taken re- 
sponsiblility for Kukje's debts: and 
either directly repaid interest and prin- 
cipal on loans extended by foreign 
banks, or ordered Kukje's other local 
creditors to pick up the tab. 

Most loans made by foreigners in 
local currency had a three-month 
maturity. Won debts outstanding to for- 
eigners have fallen from around Won 50 
billion in February to Won 8 billion. 
Loans in foreign cur rency owed by over- 
seas subsidiaries are Gown from US$300 
million in February to US$80 million. 
On some occasions the local banks 
could not settle. among themselves 
which should pay off the debts. “They 
seemed to be playing ping pong with the 
cheques," recalled one foreigner, but 
this never created serious problems. 

Within days of taking over the man- 
agement of Kukje, officials from KFB 
announced the outlines of their plan: to 
sell the group's trading, footwear and 
property investments (which were al- 
most entirely made on sRort-term 
funds) to the Hanil Synthetic Fiber In- 
dustries Co., and the ICC construction 
company to Kukdong Construction Co. 

In addition, Union Steel, one of the few 
profitable jewels in the Kukje crown, - 
would go to Dongkuk Steel Mill Cc ^ 
These four lines of business accounte: 
for 7776 of the group's turnover in 1983, | 
with the remaining 16 companies taking | 
up the rest. A number of other tentative | 
agreements have been made regarding | 
| 
| 
| 





the sale of these subsidiaries, many of 
which are in poor financial health. 
According to Lee Sang Dae who 
leads KFB's task force within Kukje. 
Hanil Synthetic Fibers Co. was chosen 
for its relatively sound financial s 
uon and conservative manage 
style. In terms of turnover, Ha 
much smaller than Kukje 
two-thirds the size of the trading and 
footwear businesses it is'acquiring. With 
negotiations still under way, Hanil has 
remained vague regarding its penu for 


























Footwear, which tradjtionally ac- 
counts for around. a third of the prup > $ 
sales, care eda 













inting. results: an “a 
i qu quotas in the US S 

























|. common to licut — gite technologic al 
development and competition. from 
countries with lower labour costs. 

Since Fdbruary, The Commercial 
Bank of Korea has managed Kukje 
i ction, one of the most be- 
pereaguecred members of the group (owing 

to ‘the drop in the Middle Eastern mar- 
ket which has hit all South Korean con- 
tractors hard) and hopes to «ormally 
hand over the management of the com- 
pany to Kukdong Construction Co., an 
Overseas contractor, sometime later this 
year. 

Owing.to their relatively good busi- 
ness performances in the past, Union 
Steel, and the group's brokerage house, 
Dongsuh Securities, attracted a great 
deal of attention. Several potential 
buyers showed interest in Dongsuh 
Securities, but the KFB itself has opted 
.. to take over the broker rage house. Re- 
flecting the government's sway over the 
bank's management decisions was the 
recent appointment of a former ruling 
party politician as Dongsuh's president. 





Union Steel became a centre of con- |f 


troversy because of the efforts of its 
former owner, Kwon Chul Hyun (who 
was forced to sellout to Kukje in 1977 
due to financial difficulties) to regain 
control of the firm. 


p months leading to Kukje's col- 
lapse, Kwon, who still claimed to hold 
a 29% share in Union Steel did his best 
to shake confidence in Kukje. One 
foreign banker recalled that he was in- 
vited to*isit Kwon who then asked him 
to withdraw his loans to Kukje. Kwon's 


efforts may have contributed to Kukje's | 


problems in the short-term money market. 

The government has kept the big 
groups out of the bidding for Kukje sub- 
sidiaries, and this is in line with policies 
aimed at stemming the growth of the 
chaebol — which, in most cases, has 
been accompanied by steady growth of 
their debts. In the past, big groups have 
taken over failed companies at the gov- 
ermnment's request, the deal sweetened 
by loans to shore up the flagging fi- 
nances of the failed firm. Given Kukje’s 
huge financial difficulties, and the cur- 
rent cash-flow problems of most of the 
bigsgsoups, finding a buyer from the top 
tief of South Korean firms would be an 
expensive proposition for the govern- 
‘ment and Kukje's lead banks. 

Ithough the companies continue to 
operate, they Will be in limbo until their 
new managers have settled on a price 
with the banks. With bankers as mana- 
gers, cost-cutting has become one of the 
highest priprities; Lee of KFB points 
with pride to the fact that he has been 
able to reduce the number of managers 
in the trading company from 55 to 21. 
Among those who: left the. company 








- bond issu 
| South k 


Overs in the 1970s. V ang zu his famil 
were blamed for reckless management. 
aggravated by intra-family bickering. 
According to recent figures, Kukje- 
ICC. the former flagship of the group, 
recorded a 35% drop in exports in the 
first seven months of the year. New 





management may dhanse its fortünes 
for the better, but for the moment, the 
banks are taking a holding action, 
switching short-term debts into more 
stable long-term ones, and paying off 
foreign creditors. When the new owners 
assume responsibility for Kukje's man- 


agement, some of the companies 
liabilities will have been written off by 
the banks to make the adjustment easier. 
The cost of doing this has fallen on 
the local banks and Kukje's sharehold- 
ers, primarily the Yang family, who 
were stripped of their holdings. Mean- 
while Kukje's local lenders, who have 
been absorbing the companies’ lesses 
since February, and have loans out- 
standing which they are unlikely to have 
within the original terms set. 
e huge costs of propping up Kukje 
Jnlikely to show on the banks’ Bal- 
arfe-sheets. They get their orders — 
and funds — from above, and the funds 
for these costly operations flow from 
above through the Bank of Korea (BoK 






— the central bank). The BoK raises 


money for such loans through public 
Because of this li me. 





TOSS: 


| through the latter 


J| lems in its electronics and 
| sectors, the Daewoo Group f 


trols on ‘lending and monetary 4 
monthly figures on total loans 
| which have fallen steadil Iv in 


This push to shift companies 


creditors, However, changing 










to a decision » June (RE 
extend special loans to the 
them regain solvency. 
According to offic ial 
Korean banks | are b 









government has shown its co 
the problem by limiting big comp 
access to loans from banks (R Vi 

May) in the past two years. Allo 
Kukje to fall was taken by manm 
warning to the big companies. 



























































any big firms, facing prob lems | 
heavily indebted areas such ag cor 
struction and shipbuilding, have ture 
to. the short-term money market 
cash in the absence of bank loans; 
short-term liabilities growing. rag 
half of 1984. 
was a flagrant example of this 
but it was not the only big groupt 
itself caught with short-term 
which it could not repay. Dui 








financial difficulties early this 
its short-term debt grew faster i 
The governme nt has eas 





while warning big companies | 
away from short- term loans, Thi 
of the warning has begun to s 
lending inst 


by short-term 


half of 1985 after steady growtl 


sure is necessary to prevent mot 
such as Kukje's which was trig 
panic among the company's in 


from short term to long term on. 
dresses the symptoms of a great 
lem — debt:equity ratios in Soi 
rean conglomerates average 7:1, 
many companies are finding it hai 
make money on failing business Hit 

Instead of pinpointing the bac 
the approach up to now has been tc 
money and responsibility until the 
crisis. This: has been the case at Ku 
which has, ostensibly, continued op 
tions at the expense of the local ba. 
This approach preserves economic 
bility, avoiding the spectacle of. m 
layoffs and business failures in re 
companies, but it does not immecdi 
redress the problems which ied 
Kukje’s collapse. The secrecy surrour 
ing Kukje's post-mortem has è 
the problems that the new owne 
solve. Where the estimate d Wor 
lion of bad debts held by : son h 
banks lie is also a secret; f 
poured in and manageme 
ed, Korea Inc. will thunder č 
fundamental questions. will. 4 
answered. 
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Louise do Rosario in Peking 
| fter. years of suppressed demand, 
China was caught in the grip of im- 
ort mania in late 1984, buying huge 
uantities of the consumer goods and 
ustrial products it had done without 
or so long. With à fat cushion of foreign 
reserves to rely on and low levels of 
eign debt, nobody worried about 
here the money would come from. But 
after precipitous declines in reserves 
Athin barely half a year, officials have 
plied. the brakes fast and hard. As 
their China-destined exports sit in 
'arehouses and docks awaiting pay- 
t and shipment, many foreign trad- 
re wondering if the worst is over for 
| foreign-exchange reserves crisis. 
‘ound late February, China sud- 
realised it had ordered more im- 
han it could finance through ex- 
arnings, its major source of 
ign exchange. Between September 
nd June 1985, the country had a 
d trade deficit of US$7.83 billion, 
ding to customs statistics (more 
one Chinese agency compiles fig- 
n trade). To make up the differ- 
China has used at least US$5 bil- 
its foreign-exchange reserves, ac- 
g to Chinese officials, Reserves 
pped from the peak of US$16.3 bil- 
1 September 1984 to US$11.3 bil- 
March this ipa. the last figure 







































































































gure must now be down to US$8- 
on in view of the widening deficit. 


finance comfortably several 
s’ imports — but the speed with 
h they were depleted shocked 
r, "If the money continues to dry up 
uch a fast pace, our country can go 





linese leaders unprepared. As late as 
yvember 1984, China was announcing 
spending plans — for example, a 
hree-year programme to. spend 
J$$14.2 billion to buy foreign technol- 





serves was due as much to China's 
insatiable appetite for imports as to its 


ficient a ond 


Pekin. based 1 dordien E n 
When the final sums from various 
ces were seriously looked into, 
central government realised it had a 


an what it [had thought]. Many 
s have spent far more than what 








xpi riencing a run.” 


^s spending spree comes to an abrupt halt — 


land officials a aC i 





ial and private sources indicate. 


olute terms, the reserves could | 


krupt within a year or so,” said a 
nese official in Peking. | | 
unexpected decline caught 


. With hindsight, the steep decline | 


billion dollars of foreign exchange. 


re permitted to do and when pay- 
'time comes, the treasur y finds. it- 






Two big holes in the supposedly well- 
controlled foreign-exchange budget are 
Hainan Island and the special economic 
zones. In the first half of 1985, they ac- 
counted for US$1.4 billion of the 
US$6.41 billion trade deficit, or 22%. 
The foreign-exchange biack markets in 
these areas also handled enormous sums, 
as recent official reports have shown. 
Between January 1984 and March 1985, 
Hainan imported vehicles worth US$1.5 
billion, about 43 times its official 
foreign-exchange quota. There have since 
been reports that Hainan Is 





RE 
“ee aN 


Š 2 
Mieter, 


ina a big. Way for re-sale to Eher parts of 
the country — none of which had such 
large-scale import privileges. 


 hocked by the depletion of its re- 

serves, China has hastily adopted re- 
medial measures; exorbitant import 
duties and taxes, holding up foreign-ex- 
change payments, delaying expensive 
projects, promoting exports by resum- 
ing its export-subsidy system for certain 
items, and most important, curbing 
spenging power given to local au- 
thorities a few years ago. The People's 
Bank of China (PBoC, the central bank) 
has also emerged as a powerful wateBdog 
to oversee all foreign-exchange bo 
ings by Chinese enterprises from fo 
and Hongkong banks — an acknOW 
ledged function of the Bank of China 
(BoC) inthe past. 

But there is unlikely to be any result 
from these measures at least until the 






end of this year, when most of the goods 
: ordered in last year 
| By then, exports should start t toimprove 


yush.are delivered. 





| output value in current renminbi terms P 





up 23.1%. Investment in capital con- 
struction, which accounts for a signifi- 
cant share of imports ied Un building 
materials, steel and mac nery, also 
grew 43.596. 

Foreign traders first saw the for 
exchange tap closing in late Ma 
when Chinese enterprises flatly sat 
they did got have the money to pay for 
orders or to start agreed-upon projects. 
The BoC also became strict about 
foreign-exchange payments, taking 
months instead of weeks to process let- 
ters of credit. 

There were initial hopes that the 
foreign-exchange squeeze would endin | 
July. But when the trade deficit con- | 
tinued to widen — from US$1.42 billion 
for all of 1984 to US$6.14 billion in the 
first half of 1985 — even stronger 
medicine was called for. In July, a “reg- 
ulatory tax" was introduced on top of 
customs-duties increases in March. The 
combination made motor vehicles, 
computers, video-cassette recorders 
and other “undesired” products two or 
three times more expensive to import. 
In June, the central government or- 
dered that Sissembly lines of colour TV 
sets, refrigerators and other consumer 
products stop importing foreign compo- 
nents. 

A number of joint ventures and 
licensing agreements with the Japanese, 
concluded late last year, have been stall- 
ed because the government is insisting 
that up to 70% of the required parts 
should be locally sourced. “This is a _ 
very serious. situatio: | for many trad- 7 

ers," complain gasawara, man- j| 
ager of Mitsui &. Co (Hongkong)'s Ji 
China. division. “We ve spent much 7 
time on negotiations with the Chinese 
and now they say they couldn't get the 
money.’ E 

Hongkong traders, the first to bene- | 
fit from the short-lived boom, have also | 
been hit first and hardest by the bust. 
"They didn't realise the squeeze would 
come so fast and so soon. Now they are | 
stuck with goods from South Korea and 
Taiwan, waiting for licences or pay- 
ments from China that may. never 
come," said. Wong Sung-lok, deputy ` 
general manager of Banque Indosqez in ¢ 
Hongkong. : 

Compared to the so-called *Forggn ` 
Leap Forward" re-adjustment in 1478- ^ 
79, the rapid turnaround of Chiha's | 
policies this tiré: affects more com- ` 
panies and traders, and may leave a ^ 
deep mark. In 1978, noted Satoshi Imai, ' | 
an economist. at^ ‘the Japan External | 
Trade Organisation, China ordered 22 
large-scale projects worth US$7.8 bil- | 
lion. At that time; its foreign-exchange 
holdings were US$1.6 billion, sufficient : 
for 1.7 months np 
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of import. 
uing two to. three: e 























concluded. were 


machinery imported by a 
iumber of major Chinese corpo- 
nd unijs which had the power to 
_foreignfexchange as well as to 
with the outside world. The im- 
port. Qe» this time extended to almost 
every sector, though consumer goods 
got ine most attention. 









W ith decentralisation, hundifds of 
trading firms sprouted up around 
the country — all anxious to make fast 
profits through re-sale of popular im- 
ported items. Such deals, especially 
those made with Hongkong connections 
(which may be a relative or a small-time 
trader) are hard to track down — espe- 


ent 


cially ^ Wien it comes, to tracing their 
irces of foreign exchange. 

. While Chinese leaders promise that 
the difficulty with foreign exchange will 
not affect contracts concluded properly, 
almost all foreign firms have been af- 
fected in one way or another. Even raw 
materials which China has been buying 
for years from regular suppliers are now 
subject to strict customs supervision, 
noted a Hongkong-based China trader. 
"We used to deliver the imports first 
and fpl€d out the customs documents 
later. Now we have to do the reverse or 
else dglivery will be stopped.” 

_ Thé squeeze has also hurt expensive 
‘projects, such as a proposed 1-gW nu- 
clear plant in Sunan near Shanghai. It 
has been learned that the project, sche- 
duled to be built in the next year or so, 
has now been postponed to 1990 at the 
earliest. Two: Boeing 737s ordered by 
-Yunnan were reportedly left idle at the 
‘Kunming. airport for weeks, awaiting 

the US$45 million payment. - i 


and easily identifiable 


The most puzzling question about ` 



















own be “fiscally cor 
Analysts list at least three | 
decentralisation of both trading 
foreign-exchange spending powers; the 
role played by the BoC with its relaxed 
credit policies and the country’s pent-up 
demand for certain items which com- 
pletely outpaced domestic production. 
Betore 1979, foreign exchange was 
centrally controlled, making it relative- 
ly simple to keep accurate figures. With 
the new foreign-exchange retention sys- 
tem for individual units and places, and 
the greater freedom of local authorities 
to use their annual foreign-exchange al- 


location, it was no longer possible for: 


Peking-based officials to keep’ a close 
tab on the national spending. 

The situation was worsened by the 
ability of units to “trade” their foreign- 
exchange allocations — so that figures 
reported to the central government are 
highly distorted. “The same sum of 
foreign exchange may be behind several 
transactions recorded in the books,” 
said Thomas Chan, a research officer at 


the University of Hongkong specialising - 


in the China economy. He éstimates 
that the foreign-exchange at the dis- 
posal of local authorities may be as high 
as 60% of the national total. At end- 
1984, for example, local units accounted 
for US$7 billion of the US$14.42 billion 
reserves, Chan said. Central govern- 
ment departments and the BoC held the 


rest (US$4.4 billion and US$3 billion, 


respectively). 
The gap between the central au- 


 thorities' account books and reality was 


vividly illustrated in the trade figures for 
first-half 1985. The Ministry of Foreign 
Economic Relations and Trade regis- 


| tered a US$3.16 billion deficit, while 
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customs figures (which show the actual 
goods delivered, not contracts signed) 
recorded a gap of US$6.41 billion. 

The country last year was thrown 
into what the official media now de- 
scribe as “blind optimism” about the 
economy. Said Wu Shenqi, senior 
economist at the PBoC in Peking: 

“There was a theory last year that we 
had too much reserves and should spend 
some instead of saving them in foreign 
banks and letting other countries use 
it.” There were also worries that the 
high reserves would fuel inflation and 
affect China’s qualifications for receiv- 
ing soft financing from multilatefal 
lending institutions. 

Analysts see the new austerity as 
part a cycle in China's economy, 
whichfias experienced large fluctations 
in itg#mports since 1978. "The Chinese 
have been deprived of certain consumer 
and other products for the past 30 years. 
You can't just put à lid on it and hope 
itll go away. It'll explode again once 
controls are relaxed," said a Hongkong 
and Shanghai: Banking cor. eco- 
nomist.. | | 
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price, though it has me 











CSR trims the fat while seekin 
new lines of business l 






By Hamish McDonald in Sydney 


T: big Australian resources an 
sugar company, CSR, stands at a 
crossroads of development as it we ighs- 
the sale of a large chunk of its prn 
asset — in the cause of balance-sheet. 
caution. About four parties are bidding. 
for as much as 50% of the wholly ow 
Delhi Australia Fund, the unit trust 
gives CSR a leading role in the € 
Basin development, which pipes oid anc 
natural gas from central Australi 

population centres in South Aust: 
and Queensland. 

Combined with funds from e 
raising and other asset disposals 
proceeds from such a sale would be 
to pay off much of the US$900 m 
debt carried from the 1982 purc 
subsequent development of the 
discoveries. 

The stake is valued at about 
million (US$535.7 million), acc 
to analysts such as Ian Story « : 
ney stockbroking firm, Meares | 
Philips. But the bids may not : 
level. The firm has not | b 






















































































ure to the bidders. Should offer 
short of its reserve, however, CS 
face some agonising. 

Acceptance would end much 6 
uncertainty over — foreign-e 
movements that have already 
the Australian-dollar debt of botl 
and parent CSR to swell n 
oil and natural-gas production bu 
over the next year or so, Delhi cou 
brought onto CSR books withow bac 
affecting the highly respectable geari 
ratio (under 30% for long-term « 
long-term debt plus shareholders fur 
CSR has maintained through years: 
expansion. 

On the other hand, CSR could 
choose to live a little more dangerously 
and retain all of Delhi. H could bank or 
the Australian dollar at least maintain. 
ing its present strength against the Us 
currency (about 70-72 US cents), and 
world oil prices (which it gets through. 
Australia’s import-parity policy for | 
domestic oil) not collapsing. 

After pre-paying some of the 
with A$247 million from a rights 
earlier this year and around A$? 
lion from asset sales, CSR « 
Delhi into its own accounts wi 
of about A$770 million at cur 
change rates. „This would te 
blow CSR's gi 



































































bs antial profits, tax- 
rs because of heavy. deductions 
aining 100% ownership would also let 
SR use its cash flow. But the mood at 
SR seems to be against risks just now, 
wever. After three years of belt-tight- 
ing brought on by worldwide surplus 
its main products — coal, iron ore and 
igar — the company had an extremely 
ough ride from the 20% fall in the local 
Ollar- during February-Apnil 1985. 
Coming right at the end of CSR's finan- 
al year, this was reflected immediate- 


w 


m the companys foreign borrow- 

















do not begin until 1986-87 and the un- 
rea sed portion of its foreign-exchange 
ses (about A$318 million) will be 
1ortised over several years, the parent 
vany elected to absorb all of its un- 

d losses in the 1984-85 results. 
t profits up only 0.5% at A$92.2 
n, this resulted in shareholders' 
declining by just under A$60 mil- 
42 billion. ` 

PAPIE CSR declares itself 








. Kulkarni in Singapore - 


very National Day, I PTT 
ogress. This year, for the first 
have to sound an alert,” warned 
gapore’s Prime Minister Lee Kuan 
winan anniversary message on 8 Au- 
gust even more sombre in tone than his 
l call for greater effort from his 
ountrymen. The content of the mes- 
e was grim. Officials had indicated in 








re 
the second quarter had petered out to 
n hing. But Lee revealed that for the 
t time since 1967, there was actually 
contraction of 1.4%. As a result, the 
gross. domestic product inched up 
only 0.6% in the first six months of the 
year compared with a 9.7% rise a year 
earlier. 

The outlook until the end of the year 
remains poor with a best-scenario pre- 
diction of no growth provided the US 
economy picks up. Otherwise negative 
gr wth was likely, Lee added. Lee's re- 
medy for curing the ailing economy was 
patent one: increase productivity and 
uce costs. In the preceding weeks the 




























nity, shaving long foreseen 


d. yield. 
free for Several 


tored up from exploration costs. Re- | 


While repayments on the Delhi debt 


ent weeks that economic growth in . 


overnment had already announced a. 
'€ package of some reduction in levies | 
nd indirect taxes which the business’. | k 
t Ie | manufacturing: remained in petroleum-. 
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to be in a phase of "consolidation." 
Along with the similarly affected Mount 
Isa Mines (MIM) group (REVIEW, 7 
Feb.), it presents a study in contrasts 
with Australia's two other well-known 
blue-chip resource houses, the Broken 
Hill Proprietary Co. (BHP) and Con- 


ga Dore pays | ther price of its high: wages policy 


downtrend, had labelled too-little-too- 
late. to bolster the economic climate 
(REVIEW, 8 Aug.). 

How did the economic miracle of the 
1970s and early 1980s take so disastrous 
a drubbing with so little warning? Both 
the government and the private sector 
have blamed external factors — the 
stagnation of Western countries — for 
Singapore’s woes. Admittedly, with a 
tiny domestic market of 2.5 million peo- 
ple, the city-state is heavily reliant on 
exports. But Singapore's problems go 
deeper than that, to the very strategy for 
the economic structure designed by the 
government since the 1970s. 

In its drive towards modernisation, 
Singapore emphasised capital-intensive 
industries such as oil refining and ship- 
and oil-rig building, sectors which have 
gone into decline. Another plank @f the 
strategy was to weed out low Welue- 
added lines — textiles, toys, cheap Qec- 
trical appliances and leather goods "— 
and to opt for the more sophisticated in- 
dustrial electronics and computer 
peripherals. While some marginal gains 
were made in the sophisticated electro- 
nics field, the bulk of investment in 






| developments. But in many cases, mar- - 
| kets have not lived up to expectations | 
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ought to move into new coal and di 


and some of the investments, such as the 
100%-owned South Bla&kwater coal 
mine in Queensland, are how seen as 
economically dubious. At the 
decision, of course, then general man- 
ager Gordon Jackson and CSR were al- 
most unanimously applauded by the 
same analysts who now point out CSR's 
problems. But CSR's diversity is also a 
strength, and unlike MIM it has been 
able to maintain fairly stable earnings 
and dividend payout since its mar- 
kets went into recession three years. 
ago: 

» Its seven mills produced 27% of Aus- 
tralia's raw sugar in 1984-85, and its five 
refineries in Australia and one in New 
Zealand provide most of the refined 
sugar in the two countries. CSR market: 
all Australian. exports of raw sugar 
Much of its sugar-industry i income thus 
comes from commissions or sales in the 
regulated home market, not the world 
market where prices are. now extremely 
low. h 
» The unglamorous building-materials 








related sectors. By early this year, both 
petroleum and computer peripherals 
had run into a severe downturn. | 
In terms of total domestic exports of | 
$$33 billion (US$15 billion) last year, 
mineral fuels and oil bunkers accounted 
for S$15.7 billion ora whopping 47. 5%.. 










Electronic. «components d office 
machines, a major part of wl hin 1 will be 
in the sophisti accounted 
for another 15; il and com- 





puters are certainly set for another 
downturn in overall volume this year. 
By contrast, clothing and fabrics.. 
amounted to a mere 3%, while othe: 
items such as watches, clocks, optica 
equipment and musical instruments to- 
gether barely added up another 175. of 
domestic exports last year. What the 
planners in Singapore seem to have ig- 
nored was that while the value-added on 
such items may. not be high, even in 
times of recession, overseas demand for. 
them is less elastic than the high-flying 
computers and industrial electronics. 
ore importantly, in the debate to 


M turn Singapore s economy around, 
neither the government nor the pryvate 
sector, including academics and indus- 
try economists, have mentioned the ad- 
vantages of some of the low-technology 
sectors. Instead, they have all been 
Tm ing on the official line to cut wages 

‘overheads. and boost productivity in. 
the chosen industries of the future. be 
spite the new official policy of makin 
ctor, the engine of fu 
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last 
year. On a 13% increase in turnover to 
A$680 million, this division increased 
profit 61% to A$44.1 million. 
> Pilbara Iron increased its contribu- 
tion by A$5.6 million to A$17.6 million 
as shipments from Mount Newman 
rew 23% tq meet increased demand 
st Asian steelmills. 


coal output from its six mines was essen- 
tially stable, but revenue was down 
rmi 6% to A$352 million. 

CSR has a reasonable chante to do 
better this year. Commodity prices 
seem to be stabilising and the benefits of 
devaluation will flow through in export 
revenue for mgst of the 1985-86 year, 
though hedging on about 40% of export 
sales at 83.5 US cents will dampen this 
in the first half. The Japanese steel mills 
have absorbed most of the flood of new 
coking coal capacity from Queensland 
nd Canada by this year, and prices are 

table in US terms. 

Along with the Delhi restructuring, 
CSR is trying to turn itself into a leaner 
operation. The heavy central-manage- 
ment structure designed for the fast 
growth of the 1970s has been whittled 
down, and property interests are M 
liquidated. Other asset sales are in ful 
* 


industrial sites and has the power to 
more or less dictate the sectors to which 
new investments go. Therefore, private 
entrepreneurs have little incentive in 
advocating the revival of the long- 
ignored sectors. In any case, some of 
these skills among workers may already 
have beom lost in Singapore. 

It is not that the Singapore Govern- 
ment has not been aware of the dilemma 
of forcing a narrowly based export- 
oriented economy to join the hi-tech 
league. While the international press 
^as focused on the dilemma, the au- 

Yorities appeared confident of riding 
uie wave, though the current downturn 
was foreseen for some time. The gov- 
ernment belatedly admitted in late July 
that it had sensed the erosion of the 
economy as early as 1983. But the prop- 
erty and construction boom, partly fuel- 
led by public-sector programmes, and 
the more than expected upsurge in elec- 
tronic exports to the US computer in- 
dustry, tided the situation over. More- 
over, fos4 was the year of celebration of 
the |ruling People's Action Party's 
25 ydars in power, when the news of an 
unhealthy economy could have sounded 
a discordant note. 

But the quarterly figures in 1984 
heralded the storm as growth slipped 
steadily from 10% in the first quarter to 
6% in the fourth. Long after this year's 
first quarters sluggish 2.7% rise was 
known, the government kept up its op- 
timistic forecast of 5-7%, growth for the 
year. But the second quarter's dismal 
performance bared to the public what 
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cattle-grazing land, a plantation, quarry 
and concrete operations and petroleum 
interests. 

The asset sales are also a defensive 
move, since any potential corporate 
raider would hope to recoup much of his 
purchase price this way. “I would think 
that within a year the scope for a take- 
over man to do that would be fairly li- 
mited," Herbert said. The company has 
es egg employed the disclosure pro- 
visions of the Companies Code to un- 
mask share-buying activities. Herbert 
said CSR would “not stand idle if some- 
thing starts to emerge, particularly if we 
see the bid as purely opportunistic.” 


n the debt side, CSR can be grate- 
ful that the local dollar has come up 
from its low point of US 65 cents to the 
71 US-cent level on which its 31 March 
balance-sheet was calculated. Should it 
stay there CSR will have no more ex- 
change losses this year (and if it rises, 
even a small gain). Like many Austra- 
lian companies, CSR has taken advan- 
tage of the sudden popularity of Austra- 
lian-dollar Eurobonds (REVIEW, 15 
Aug.) to switch debt into the local cur- 
rency. 
Nor is CSR abandoning growth pros- 
pects. Along with BHP, it recently 


Lee: sounding an alert. 


was already known by the business com- 
munity. Large-scale lay-offs by factories 
and closures of small businesses daily 
since the beginning of this year had al- 
ready portended what was to come in 
Lee's National Day eve message. 

As, output declined and businesses 
begag retrenching staff, there was a net 
loss Pf 36,200 jobs in the first half. 
ers in the construction sector were 
the worst hit, with 27,800 losing their 
jobs. Manufacturing also laid off 11,200 
workers. The saving grace was that most 
of those retrenched were foreign work- 
ers. "If they were all Singaporeans, we 
would be in big trouble," Lee pointed 
out. 
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Swing to raise about A$250 million — 





Tier x - — 
gained China's first onshore oil-explo- 
ration permit awarded to foreign com- 

anies, for a lease on Hainan Island. In 
ndonesia, it is re-opening an old Dutch 

old mine at Lebong Tandai in Sumatra 
in October, and it continues to make 
money in Indonesia from its share of 
Koba Tin on Bangka Island and the 
small oil field of subsidiary AAR on 
Ceram Island. 

The Mount Newman iron-ore mine 
continues to strain towards capacity of 
35 million tonnes a year, with an in- 
crease of nearly 2% in the US-dollar 
price paid by Japanese steel companies 
augmenting the Australian-dollar de- 
preciation effect. And, apart from con- 
tinuing expansion of the Delhi dis- 
coveries, CSR has a direct 60% interest 
in a big new natural-gas find in the Deni- 
son Trough area 300 km west of 
Gladstone, Queensland, and has 
applied for a licence to pipe the gas to 
that city. 

Through these measures CSR hopes 
that during this year and the next, the 
return on shareholders’ funds will rise 
from last year’s low 6.8% to at least the 
10% last surpassed in 1980-81. The 
Delhi restructuring, they say, is also 
part of the process of reassuring the 
market that CSR is well under con- 


trol. ü 


Due to the high-wage policy begun in 
1979, Singapore's wages had caught up 
with those in Hongkong, Taiwan and 
South Korea by 1981, but they were al- 
lowed to rise still further because Singa- 
pore thought it would boost productiv- 
ity and weed out the low-technology 
sectors. Since 1980, total labour costs 
including the Central Provident Fund 
and the Skills Development Fund 
have risen in US dollar terms by 
40% against 10% in Taiwan and margi- 
nal rises in Hongkong and South Korea. 
As a result most unions have agreed to 
forgo wage rises this year, but analysts 
maintain it would take at least a three- 
year wage freeze for Singapore to be- 
come competitive again. Labour costs 
are particularly crucial to smaller local 
firms where these account for about 
22% of all costs, while for the multina- 
tionals these amount to about 14%, ac- 
cording to Lee. 

Lee added that a major pruning of 
the shipyard and petroleum sectors was 
inevitable. “They have taken about 
three years to reach an agreement in 
principle between all major shipyards to 
reduce capacity by one-third. More 
time should not be wasted — the agree- 
ment should be implemented quickly.” 
Oil refineries, already operating at 
about half capacity, have acted swiftly 
to reduce excess capacity. While most of 
the jobs to be lost in shipyards and re- 
fineries would be those of foreign work- 
ers, it is doubtful whether the Singapo- 
rens affected could find, alternative 
places elsewhere. ü 
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Little cheer in wine 


Tariffs hide imports of ‘Japanese’ farm products 


By Bruce Roscoe in Tokyo 


apan is not renowned for the grape 

wines it produces, yet Japanese 
winemakers manage to supply 75% of 
the nation’s demand. They are helped 
by a tariff structure geared to letting in 
huge volumes of cheap bulk wine and 
grape must from abroad, which Japan- 
ese makers — or “fillers,” a derogatory 
term foreign observers use to indicate 
the extent of a Japanese wine-pro- 
ducer's capabilities — bottle for added- 
value sale under their own, often 
French-sounding labels. High tariffs 
and discriminatory business practices 


. ensure that this “Japanese” wine easily 
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beats foreign competition. 

Although small in terms of current 
value, Japan's wine trade offers a per- 
fect example of Japanese protectionism 
at its worst and most absurd. For one 
thing. Japanese grapes cost from 500- 
900% more to produce than either 
European or Californian grapes. None 
of Japan's spate of “market-opening” 
steps has adequately addressed the 
problem, which lies as much in tariff 
gcaring as it does in domestic business 
structure. The EEC is preparing a case 
against Japan on wine in an attempt to 
have the barriers dismantled. The 
Stakes are high, for wine has been iden- 
tified by Japanese industry analysts as 
the next big growth area in Japan’s li- 
quor market. By the mid-1990s, na- 
tional consumption is forecast to hit 300 
million litres, compared with about 80 
million litres in 1984. 

Nearly all this growth is expected to 
occur in the take-home market, now 
under the firm control of the fillers. 

Of course, without the complicity of 
mainly East European and South Ame- 
rican bulk-wine suppliers, European, 
American and Australian wine produc- 
ers would not have been as disadvan- 
taged in the Japanese market as they 
are. On the other hand, if Japan applied 
its wine tariffs evenly against the bulk 
and bottled product, Japanese and 
foreign producers would be able to com- 
pete on a fairer footing. This Japan is 
not prepared to allow. 

Even with the tariff cuts promised in 
Japan's latest market-opening deal, the 
import duty on bottled wines will re- 
main at a minimum 500% more than the 
preferential rate for bulk wines, 60095 
more than the US' and the EEC's im- 
e duty. Considering that the tariff on 

ulk US and EEC wine was reduced by 
50% against a cut of about 20% for 
medium-priced bottled imports, the re- 
sulting tariff structure even more effec- 
tively shieldg domestic producers from 
foreign competition. A liquor-tax in- 
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crease — announced at the same time as 
the tariff cut — guarantees that the price 
structure for imported bottled wine will 
not change. In the guise of market- 
opening, Japan has merely fine-tuned a 
system that encourages the import of a 
raw material in the interests of its own 
finished product. 

Since so few grapes are grown in 
Japan, wine is not an industry of 
strategic political significance (most of 
the domestic grapes used in wine are 
table-grape rejects). Wine cannot com- 
pare, for example, with Japan's heavily 
subsidised dairy or beef industries. In- 
stead of protecting producers, the ob- 
ject of protection becomes a select 
number of Japanese liquor companies 
that profit handsomely by importing 
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Wine store: example of protectionism 





bulk wine for local bottling. While 
Japan has as many as 300 licensed 
wineries, the top three producers in 
terns of volume — Mercian (25%), 
Suntory (20%) and Manns (20%) — 
control the industry. The 10 biggest pro- 
ducers’ share is 90%. These compani 
tend also to control the liquor-dis 
tion channels. What worries forei 
porters is the almost inevitable prospect 
of the “big three” continuing to advance 
their own labels with the aid of prefe- 
rentially treated bulk imports, making it 
harder for bottled imports to expand 
their market share. 

The concern is justified. Japanese 
wine companies are seeking to increase 










PAN ^ hapii 
their bottled output by importing more 
bulk wine, and diversify their sources of 
supply for long-term security. Evidence 
of this has surfaced most strongly in re- 
newed interest in Chinese bulk wine. 
Imports from China peaked at 16,035 
litres in 1977, then sharply fell off. None 
was imported in 1981 and{1982, but in 
1983 Japanese wine compares resumed 


the trade, buying 18,743 litres upar 
year. Last year the figure rocketed to 
106,668 litres. ] 
M ẹlapanese consumers appear 

not to be aware — they are certainly 
not told — that the “Japanese” wine they 
enjoy contains a high percentage of di- 
luted grape must and bulk wine from a 
number of foreign sources, and almost 
no pure Japanese wine. Legally, the 
wine is a product of Japan if the content 
is 5% Japanese. Typically, the manufac- 
turer's identity appears on lables in the 
fine print, while in bold, graceful script 
are terms such as “Chateau . . . ," “Mis 
en bouteilles dans nos caves. " 

An equally discriminatory tariff — 
and domestic business structure — 
applies to cheese, also 
exempted from the July 
tariff concessions. A 
tariff of 35% is levied on 
imports of both natural 
and processed cheese. 
But natural cheese is 
duty-free if imported asa 
raw material for blending 
with Japanese cheese. By 
cabinet order, the re- 

uired ratio is one part 
domestic cheese to two 
parts foreign. Nearly 
half, or about 30€?00 ton- 
nes, of the natural cheese 
Japan imported in 1984 
was retailed as Japanese 
processed cheese under 
the labels of major pro- 
cessors such as Snow 
Brand and Morinaga. In 
contrast, foreigners sold 
only 73 tonnes of their 
own value-added process- 
ed cheese. 

Foreign  bulk-cheese 
suppliers — principally 
New Zealand and Aus- 
tralia — have got themselves into a bind. 
By consenting to supply under these reg- 
ulations, they have been able to off-load 
huge volumes of cheese into Japan.SBut 
because their Japanese buyers are pro- 
cessors who manufacture under fheir 
own labels, any attempt to market a'pro- 
cessed cheese of their own is seen as a 
slap in the customer's face — and com- 
petition. Although in the case of cheese, 
there is a domestic producerto protect, a 
powerful political lobby also is manifest 
in the cheese-processing mdjors. About 
52 Japanese companies process and re- 


tail cheese, but just three — Snow 
Brand, Meiji and Rokko Butter — claim 
80% of all sales. oO 
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In the rough, tough world of today, reaping 
the benefits that come with successful growth 
IS not always easy for an international 
business. Invariably, it will need the assistance 


e " l yg i of a bank with carefully cultivated trade 
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2 f | financing skills. 
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| It's here that HongkongBank can be of 


most help. 
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Asia-Pacific region. We've learned how to 
assess every situation, evaluate ever) 
opportunity. 

And with over 1,000 offices in 55 
countries we're set up to react instantly to the 
changing patterns of world trade. 

If you're an international businessman. 


talk to us today. Wherever you are, we've 
plenty of experts on the ground. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardlev Limited 
Wardley London Limited 


Fast decisions. Worldwide. 
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Turnbull; Bougainville: choppy voyage since independence. 





Shift in trade winds 


The South Seas’ merchants change their stripes 


By Hamish McDonald in Port Moresby 
onths-long voyages through far- 
flung island chains; the fury of the 

tropical storms and the beauty of the 

coral atolls; bargaining over copra car- 
goes in remote ports. Such was the 
world of the island traders, Whose ships 
were once the South Pacific's only out- 
side links and whose stores were every- 
thing to everybody. Now the traders are 
multinational conglomerates, selling 
cars, running hotels, making soap. 

Their small-town store operations have 

mostly passed into local hands, and they 

are more likely to be fighting takeover 
offers than typhoons. 

Ten years after Papua New Guinea's 
independence, three big Australian- 
founded island trading companies have 
retained a dominant share of the coun- 
try's commercial life but are shifting to 
-»ecialised operations as local entre- 

reneurs move into the lower end of 
markets. 

The three — Burns Philp and Co., 
W. R. Carpenter Holdings and Steam- 
ships Trading Co. — grew up under 
Australian and British rule in the South- 
west Pacific. Taim bilong masta — the 
Pidgin term for the colonial era — 
ended in Papua New Guinea in 1975 and 
in the neighbouring Melanesian nations 
of thg Solomon Islands and Vanuatu 
during the following five years. 

But the winds of change had been 
blowing some years before that, and 
both the’ Australian-based firms, Burns 
Philp and Carpenters, had already 
begun building up operations at home. 
Steamships, which is incorporated in 
Port Moresby, simply had to take on 
more local crew and ride things out — 
but it is now starting to look abroad. 

The voyage since independence has 
been choppy. Prices for the tropical 
commodities they produce and handle 
have fluctuated wildly, and sank low in 
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the early 1980s. Moves to return plant- 
ations to local communities in the early 
post-independence years halted re-in- 
vestment — which is now being felt in 
declining output from aged or diseased 
trees. Dealerships and merchandising 
arms have operated in the setting of a 
slow-growing economy (REVIEW, 6 
June ). 

Poor returns, tradition-bound man- 
agement and a vast array of under- 
utilised assets have made the island 
traders tempting targets for corporate 
raiders. Carpenters, founded in 1914 by 
an ambitious sea captain from Burns 
Philp, succumbed after net profit drop- 
ped 8095 to only A$2 million (some 
USS1.8 million at then-current rates) on 
turnover of A$426.5 million in 1982-83. 
A A$117 million buy-out made it the 
wholly owned subsidiary of the unlisted 
Griffin group of the reclusive Perth 
businessman Ric Stowe in October 
1983. 


E urns Philp was likewise vulnerable. 
Its profits in the same year dwindled 
to A$5.3 million on group turnover of 
A$1.19 billion. Its photographic-equip- 
ment subsidiary Hanimex Corp., 
bought for A$27 million, had turned 
into a major drain on profit, while the 
Papua New Guinea subsidiary lost the 
parent A$4.4 million. 

That situation began to turn around 
in the year to June 1984 when Burns 
Phils made nearly A$21 million profit 
on slightly reduced turnover of A$1.17 
billion — the result of some divestment 
in Australia. A new chief executive, 
Scotsman Andrew Turnbull, was ap- 
pointed in mid-1984 to carry out a 
thorough shake-up. The improvement 
continued, with profit up 30% in the 


first half of the 1984-85 year at A$13.7 
million, and the Papua New Guinea 
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subsidiary restored to 
fitability." 

The Burns family still retains its large 
minority sharcholding in. 102-vear-old 


"marginal pro- 


Burns Philp and Co., and provides the- 


present chairman, James Burns, à 
grandson of one of the founding 
partners. A cross shareholding with 
subsidiary OBE Insurances provides 
some defence against hostile takeover, 
though the share register remains quite 
open. New Zealand corporate raider 
Ron Brierley's Industrial Equity earlier 
this year built up a 3% position but 
began selling in April 

On closer inspection, possibly, 
Burns Philp was seen to be tackling its 
more tractable problems and reaping 
the benefits, after managing director 
Turnbull set new chiefs to work tn the 
troubled Papua New Guinea and 
Hanimex subsidiaries. Nor is it easy to 
sell off assets in the Pacific: buyers with 
both the money and the nationalist ere- 
dentials are few 

Far from being outcasts of the is- 
lands, the traders are locked in as much 
by this absence of local capital and 
trained personnel as by their own sense 
of history. Combined local turnover of 
the three companies still corresponded 
to about 22% of Papua New Guineas 
gross domestic product in 1983 (the last 
year before Carpenters stopped pub- 
lishing results), a position not greatly 
changed from a decade earlier. This will 
probably start to drop in coming years 
as the big Ok Tedi gold-and-copper 
mine builds up production 

[his role is accepted by the Papua 
New Guinea Government in its tolerant 
code on foreign equity, despite 
sional backbench mutterings. Sectors 
reserved for national investors concen- 
trate on the lower end of the service sec- 
tor: chiefly the “track that sell 
basic food and household items, land 
transport, second-hand car sales, beer 
taverns and amusement parlours, shoe 
repairs and second-hand clothing, and 
handicraft trading 

The island traders themselves have 
found it prudent to take in local equity, 
however. Burns Philp gathered its non- 
plantation interests under a local sub- 
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deper e Shak ip. | 
Smallholders now produce three to four 
times the output of the estate sector. 
Burns Philp still has a long way to go 
in divesting surplus land in towns as 
well. "I am amazed at the number of 
times when we're going around some- | 
where like Port Moresby that people say | 
to me: that land belongs to us,” said 
Turnbull. CS 


. Car- 


rp. of Par a, 
NG) have 3276 equity. The plant- Me 
n his 


activities, which now report to. 
vifice in Sydney from Rabaul, are 
be transferred to the local sub- 
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company retains about 16,000 ha of 
usable land. | 
Modern estate developments, such 
. as the Harrisons and Crosfield. palm-oil 
-plantation in West New Britain com- 
menced in 1967, bear little of this colo- 
nial burden. With 50% equity held by 
the Papua New Guinea Government, 
the three such estates operate as-"nu- 
2.7% held by ICPNG and the rest by | cleus” developments to support small- 
arious pension funds, institutions and | holders in surrounding areas. 
company staff, The redistribution scheme was sus- 
= Carpenters has gone for a low pro- | pended in 1980 after its disastrous ef- 
ile, keeping the corporate link between | fects on re-investment became apparent 
its various operating subsidiaries out of | and confidence is returning. “On the 
sight. Its holding company has no local | areas where we feel we have secure te- 
uity, though Papua New Guineans do | nure, we have gone ahead," said Car- 
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feamships. founded by a Mel- 
ne syndicate in 1919, has under- 
& several shifts in ownership, with 
ongkongs Swire group now the 
argest interest with 22.61% and nearly 
7% held by numerous Australian in- 
stitutions. Local equity is 30.71%, with 














To cempany's strategy in Papua New 
"Guinea and other Pacific countries 
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| 
such as Fiji and Vanuatu is to amass | 
cash and re-invest in local ventures | 
which are "performers" even if this | 





mA 










meant under-selling, ‘Turnbull said. 
"The problem is that property is not 
easily saleable in the Pacific." One solu- 
tion the company promotes is to form | 

















property trusts which would yield 

Burns Philp some cash 
from local investors 
Another is to try to find 















































































| Car and machinery. .à new use for the laud, | 
. Kina 150 million dea ; hotels; beverage; ; "hae ate » e Mu 
| (US$153.1 million) ship repair; shipping; | pus New Cola i de as hi dre grow | 
411.99 coffee plantations; jj o for local and repon- 
ý steel and timber ' Ing ot loca an regio n 
eNO E e ee S | al markets. 
25 countries including i 
.(US$841.7 milhon} Australia, New Zealand, US, : DESEE en Me ee oe tees 
~ 1.4% Britain, Canada, Japan, Fiji | 
Kina 130.5 million Merchandising; car and | . e 
(US$133.2 million) machinery dealerships: Papua New Guinea 


travel; shipping 
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AS$426.5 million Paper; pharmaceuticals; car 
(US$306.8 million} dealerships; advertising; secado TOAT 
—1.795 plantations; trading; property Papua New Guinea : 









areholdings in some of the sub- 
». and since disappearing into- 
e empire, it gives out no finan- | 
ts at all. 











1€ past, the traders were often criti- 
ed for high profit margins they 
ged their captive markets: W. R. 
trs. initials were said to stand 
uld Rob Christ" and Burns 
for "Bloody Pirates." 











































South Pacific port: pitfalls for shipping. 
















hese days the three groups are in a | 
re competitive environment, as con- | penters' Papua New Guinea managing The traders have also narrowed their | 
slomerates covering a broad mix of | director Patrick White. Burns Philp.is | commercial operations. Burns Philp has | 
ü inesses: car and machinery dealer- | also trying to make up for a decade of | moved out ot hotels, cinemas, and soft- | 
hips, supermarkets, plantations, bever- | neglect, but “the trouble is, you can't | drink manufacture in 'apua New | 
ages, shipping, stevedoring, travel, car | make bushes grow quickly,” said group | Guinea and concentrated on more spe- | 
rentals, and some food processing. | chief executive Turnbull. | cialised areas such as car dealerships (it | 
Apart from the reservation of certain Fast-growing hybrid plants can help | claims 40% of new car sales in Papua | 
ectors for nationals, constraints on | that problem, though the returns are | New Guinea), machinery and office | 
their operations are uncertainty over | still five years after the investment. But | equipment, and shipping which ¢orres- | 
land tenure, shortages of trained per- | the*traders are still consolidating their | pond to operations in Australia. | 
sonnel, the poor law-and-order position | plantations where they can. Burns Philp Shipping (and its associated agency 
n Port. Moresby and Lae and high | has sold four of its more outlying estates | and stevedoring activities) has ‘been 
| wages. | in recent months. Steamships hasbeen | profitable for the traders, but is. not 
bts over security of land title steadily divesting its coastal estates, | without its pitfalls. Burns Philp, no 
ually halted replanting as a result of | either by selling to local groups or — in | longer operates the splendid passenger | 
plantation redistribution scheme" | the case of two Papuan Gulf holdifigs | liners which once plied between Austra- 
acted under internal self-government | — by giving them away, and now has | lia, Southeast Asia and the Pacific. In- 
1974. The traders’ funds were di- | only. one coastal plantation on its | stead it has a small number of coastal 
rted to buying into new businesses in | books. | det E and inter-island ships in Papua New 
lia and elsewhere. The long-es- | — All three of the traders have hung on | Guinea and Vanuatu. An attempt to 
lished island traders were particu- | to their highlands coffee estates. High | link seven island nations from Papua 
arly vulnerable to claims. Much of their | prices for Papua New Guinea's arabica | New Guinea to Tonga was pronounced 
ensive plantation area had come | and credit for local smallholders pro- | a failure with the closure of its South- 

























üner Line in July 1984 
after only a year of operations and a re- 
ported loss of A$1 million. 

Steamships has been buoyed in re- 
cent years by its contract to ship machin- 
ery and supplies s into the Ok Tedi pro- 
ject, móving some 190,000 tonnes 
across the Papua Gulf and up the Fly 
River in 1983-84. This work is now tail- 
ing off with completion of the mine's 
st stage. Earnings are also held back 
reight-rate controls, and the com- 
is worried by the "arbitrary" grant- 
ing of new licences to rivals, @ 

Burns Philp and Steamships are both 
consolidating their merchandising arms 
into major population centres, partly as 
a result of encroachment by nationally 
owned trade sfores operating at lower 
costs. Burns Philp is also. developing 
specialty retail outlets corresponding to 
major activities in Australia, such as 
hardware. 

The supermarkets have been the 
nain profit drag on Burns Philp's entire 
T"Papua New Guinea subsidiary. The 

blame has been laid upon overly cen- 
tralised and remote management, com- 
bined with a rapid move into computeri- 
sation. A new managing director, David 
McLellan, was appointed last vear to 
push responsibility back to regional 
managers and group chiefs executive 
Turnbull is confident the Papua New 
Guinea unit will break even in the latest 
year. 









































teamships remains the most widely 
diversified of the three in Papua New 
Guinea, being involved in activities in- 
cluding hotels, soap and beverage 
i ic ship repair and steel fabri- 
cation. But growth appears to have 
slowed: in the latest annual report direc- 
tors said the company "contrary to past 
philosophy will not restrict investment 
solely within Papua New Guinea.” 
While diversification has reduced to 
yout 25% the contribution of Papua 
. ew Guinea and the Pacific to Burns 
| Philp revenue, it seems unthinkable for 
the company to consider leaving the | 
fragmented and politically sensitive p- und 
Pacific market altogether. Nor do host | - lior 
| 

























governments seem to think it is time for 
it to go. Only in Vanuatu is the com- 
pany still being hit with government de- | 
mands to hand over operations tolocals | 
(the latest being a decision. to |. 
nationhilise, by so far unspecified pro- 
cesses, the travel business). 

Both Steamships (through its Swire | 
group affiliation) and Burns Philp |. 
(through trading and manufacturing 
ventures in Asia and North America) 
could provide channels for countries 
like Papua New Guinea to find. new 
markets, a role Burns Philp's Turnbull 
acknowle dges. “In the early days the 
only way to take payment was to take 
the copra and other local products over- 
seas and market them," he said. “That 
has not changed for Burns Philp. We | 
still have paskong trading link.” 
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t some vivet table hour before 
| the end of the 20th century, geo- 
ists expect an earthquake to level 
irge sections of suburban Tokyo and 
her Japanese cities. In order to fi- 
nance national reconstruction, Japan 
will slow its exports of capital and prob- 
ably repatriate billions of dollars cur- 
rently invested in the US bond market. 
“more of Japan's savings are rede- 
loyed within the home economy, the 
en will rise sharply, Japan's large cur- 
ent-account surplus will shrink and . 
trade frictions with other industrial na- 
tions will abate. | 
With the US economy slowing under 
; pressure ‘of import pehetration and. 
ectionism on the rise everywhere, - 
major question in both the world po- ` 
cy outlook and Japan’s external rela- 
ons has become: what are the econo- 
c alternatives to the earthquake? | 
v can Japan's fiscally conservative | 
ymakers be persuaded to utilise | 
of their country's large savings | 
: stan pi dat LE 


t 


2 The gei oU men is prom- | 
| to incre: ase patie in oo to re- 








onomic poen p dcn for. 
an's large external surplus. The. 
lem with Japan is not that it exports 
o much or imports. too little; it is that. 
e domestic consumption has 
red far behind the rapid growth of - 
country's income and output. Japan 
d healthy gross national product 
th during 1983 and 1984, but much 
it was concentrated in exports. 
Domestic demand grew at only a third 
e rate of the three previous expan- 
ons while exports increased twice as 
rapidly. As a result, Japan will run up a 
€urrent-account surplus of US$40-50 
billion or nearly 3% of GNP this year. 
= Such a mercantilist growth strategy is. 
not unique to Japan. Economic policy in 
most other countries is passive today. 
But Japan is no longer a small country 
Comparable to the Netherlands or 
Singapore.. Japan has become the indus- 
dal world's second-largest economy 
d enjoys the financial resources 
ssary to play a growth-locomotive 
e. Although West Germany also 
uld do more to boost world growth, it 
Ww has only 55% 
€ ding power. | 
Why i is Japan so reluctant to expand 

































































» of Japan's potential | 


estic spending when it has such a. | 
arge extergal surplus? The answers are i 





E DEBTOR AND CREDITOR 
i (net assets of US and Japanese 
residents held abroad) 


mS 


- Source: Ministry of Finance, Japan. _ 


f The Ministry. of Finande (MoF) believes ; 
s | that the government deficit is already 
| too large. While it is true that Japan's 


public debt has grown from 2076 of 
GNP 10 years ago to 66% recently, this 
increase merely compensated for a 
sharp slowdown in private borrowing 
after the 1973 oil shock. The total 


growth of Japanese private and’ public 


borrowing has not exceeded domestic 


savings, as it has in the US in recent 


years. 

In other countries, a tight fiscal po- 
licy might be offset by easier monetary 
policy, but there are great fiscal and in- 
stitutional rigidities in the sectors of the 
Japanese economy which should re- 
spond to lower interest rates. — 

Japan’s tax system and financial reg- 
ulations are designed to encourage sav- 
ings and inhibit consumption. Whereas 
the US has a low personal-savings rate 
and a high cost of capital offset by large 
tax allowances for borrowing, consump- 
tion and investmént, Japan has high 


marginal tax rates on new investment 


and low effective tax rates O 
ings. 
After decades of bank-supervised 


sav- 


credit rationing in favour of the corpo- 
rate and government sectors, Japan also | 
has relatively underdeveloped consumer- | 
| lending - 
shor term money market, 


itutions, practically no 
and a tope 


ank (US$ 









cheap source of funds as a quid pro quo | 


to their informal tax-free status, Japan 












the crippling effects of the trade deficit - | 






for lax enforcement of tax collectionson J 
personal deposit income. Indeed, due 


has twice as many postal-savings ac- 
counts as people. 

Finally, Japan has bottle- 
necks in its land taxation, zonin 
and construction policies wh 
constrain the supply of li 
gpace and retard the country 
ability to increase consumption 
even when household credit is 
available. 

Japan's tax system and finan- 
cial regulations,were originally 
designed to depress the cost of 
capital by guaranteeing the cor- 
porate and public sectors a large 
supply of cheap household sav- 
ings; today they practically in- 
sure that a large share of Japan 
ese savings will be exported uri 
less fiscal policy is highly expan- 
sionary or investment is boom- 
ing. Partly by design and partly 
by accident, Japan has evolved 
from a forced savings, high-in- 
vestment, high-growth economy, 
into a forced savings, repressed 
cohsumption, low-growth econ- 
omy dependent upon exports to 
escape from stagnation. 

Like Opec in the 1970s, 
Japan is awash with excess liquid- 
ity, but unlike Opec, this liquidity 
does not reflect the uncertain for- 
tunes of a commodity cartel that is a by- 
product of the country’s basic econo- | 
mic structure and its interaetion with 
more liberal economic systems else- 
where. 
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ronically, US polis has iain 

these tendencies in two ways. First, the 
US Treasury helped to coerce Japa 
into liberalising restrictions on capit: 
outflows last year to speed up the ven's 
evolution as a reserve currency. [n the 
absence of capital outflows, Japan's . 
large trade surplus probably would have : 
produced a sharp appreciation of the | 
yen, which might have boosted con- 
sumer demand by lowering import 
prices. But since Japan deregulated its 
international financial system without 
first liberalising its domestic-lenging in- 
stitutions, capital simply flowed out, 
preventing either an interest-rate de- 
cline or currency appreciation. , 

Secondly, by running a high-deficit | 

fiscal policy, the administration ‘of Pre- 
sident has inadvertently shifted the 
whole focal point of US international 
economic policy from such commercial 


O 


criteria as protecting trade competitive- - 


ness to such financial criteria as selling 


more public debt to foreigners. Despite 








Pe aed t the US T 




















ae G ; and financial regulatior 
]. reduce external savings imbalances. 









"Phe US has started: nudging Japan to- 
A. wards exchange-rate disarmament by 
sking for further liberalisation of its 
domestic financial system, but there are 
many other aspects of the relationship 
which also need to be addressed. What 
is a credible domestic-growth target for 
Japanese economic policy if the US ex- 
pansion continues to stall? How will the 
US finance future budget deficits if 
| Japan does significantly change its fiscal 
policy? What kind. of exchange-rate 
| guarantees will Japanese investors ex- - 
‘|| pect'from the US Government once its | 
| debt ape 20- 30% of | 
1990s? Po : H 


iss man ae oT 
the. Pacific. basin's Solos 
a giant dollar financial area 
greater Japanese co-consumption 
one. could argue that traditional | 
ms. about trade defidits and 


























“Indeed, historians may some day write 
ae the Us oa las a low inflation. 
















ala o Eachi is 
Ing ; dinntape. of the 

void making internal RAS 
onomic reforms. 9 





















fective Pax Jap- Americana. these ques- ifs 
tions also have implications beyond | ids 
economic. policy. In 1967, the US 
threatened to reduce its troop levels in 
West Germany if the Bundesbank 
joined the French in swapping dollars 
for gold. What will happen to American 

| public support for defence spending if 
heavy dollar selling by the Japanese 
causes a large rise in US interest rates? 
Will Tokyo use its government-control- 
led savings institutions to support the 
US bond market? Will the US return to 
the neo-isolationism which accom- 
panied the dollar crises of the 1970s? 

In the a eA Woods era, govern- 
ments forced themselves to correct ex- dr f ue 
ternal policy Wide by fargeting Delfin L. Warren 
exchange rates. They switched to float- akarta Renrecenta 
ing rates in the 1970s because it seemed Jakarta Repres E 
easier to let exchange. rates adjust to utin —— 
domestic economic priorities than to ad- | ® 
just economic policy to exchange-rate 





boom after 1982 because Reagan be- 
lieved his supply siders’ arguments 
about the miracles of tax cuts and deficit | 
' finance (despite the low US savings 
rate) while econometricians et the MoF | 
respectfully heedetl all of Martin Felds- 
tein's warnings | ibout the dangers of 
crowding out despite Japan's large capi- 
l tal exports. — 
_ But as symbiotic as the US’ fiscal. 
3 ‘hedonism and Japan’s macro-economic 
- thrift may seem, it cannot provide a sus- 
tainable basis for prosperity in the long- 
term. Fyst, the current policy mix re- 
quires Washington to keep running 
| large budget deficits in order to offset 
. Japan's fiscal drag on the world econ- . 
omy. 
Secondly, the overvalued US dollar 
is increasing congressional pressure for 
wotectionist trade policies at a time 




























«p «hen the debt-ridden developing coun- | targets. 
tries, not just Japan, are dependent As the growing pressure for trade | 
upon US import demand for growth. | protection illustrates, though, floating 12th Floor, Central Plaza 
Thirdly, it is questionable whether the | exchange rates have not resolved the in- E: 
interaction of such highly divergent fis- | ternational financial system's basic po- Jalan Jenderal Sudirman No. 48 
cal strategies within a floating ex- | licy contradictions; they have simply | 
.change-rate system will encourage the | shifted the burden of adjustment onto Jakarta, Indonesia 






inflation in some countries and trada- . — 
ble-goods industries in others. If the Telex: 45178 FPF IA 
current US-Japanese discussions about Telephone: 517605/6, 517990 
financial harmonisation are carried to f f 
Should the US, for example, be ex- | their oan conclusion, the late 1980s 
porting manufacturing jobs to an.over- | should be a.period in which the world 
. crowded chain of Asian islands, where | r is tO more commercially réalistic 
| per capita jncomes now. exceed |. ates, not through interven- 
.|. US$11,000 and half the homes are not | ti mor arma n man 
yet connected. to sewers, so that its citi- le ari; 
zens can generate a savings. surplus 
w ich. is then recycle db ck across the 


optimal resource allocation based on 
comparative advantage which is sup- . 
posed to result from free movement of 
goods'and capital. 
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The Board of Directors announces that the unaudited Group net profit for the six months ended 30th 
June, 1985, after taxation and minority interests, amounted to HK$73,050,544, an increase of 8.4% over 
the profit for the corresponding period of 1984. 


The Directors have declared an interim dividend of 30 cents per share (1984 30 cents per share). Dividend 


warrants will be despatched on 19th September, 1985 to persons who on 12th September, 4 985 are 


. registered shareholders of the Company. The transfer books of the Company will be closed from 30th 


August, 1985 to 12th September, 1985, both days inclusive. 


. Peninsula Group hotels in Hong Kong have performed strongly during the first half of 1985, although the 
^ outlook for the summer months is for lower revenue. Preliminary bookings for the new Kowloon Hotel, 


due to open in early 1986, are encouraging. = — | 


In the People's Republic of China, the Jianguo Hotel in Beijing had an excellent first half year and the 
Garden Hotelin Guangzhou, which will shortly be fully operational, has got off to a successful start. 
Excess room capacity in Singapore has adversely affected profitability at the Marco Polo Hotel and 
continuing economic and political instability in the Philippines has resulted in a low level of profitability 
at the Manila Peninsula Hotel. The Company's financial interest in the Bangkok Peninsula Hotel has been 
disposed of on acceptable terms and the management agreement terminated. 


The Properties Division recorded improved results due to the continued strengthening of domestic and 
commercial rentals. The new factory building at Kowloon Bay has been completed and the Company's 
Lucullus Food operation has transferred its production and storage facilities to the new building. Work 
will commence shortly at Repulse Bay on the construction of the residential and commercial complex 


with full completion planned for 1987. 


No materíal change in current conditions is anticipated for the remainder of the year and your Directors 
expect, in the absence of unforeseen or extraordinary circumstances, that the profits for the year as a 
whole will show a similar percentage increase to that for the first half of the year. "E 


Hong Kong, 8th August, 1985. 


HONGKONG AND SHANGHAI HOTELS, LTD. | 
Incorporating the Peninsula Group 
Hotel Ownership and Management. Catering. Real Estate 


11TH FLOOR, ST GEORGE'S BUILDING, HONG KONG. 


containership at Port Kelang; Nasruddin: market invasion. 


SHIPPING 


Whose concession? 


Concern grows over foreign ship operators in Malaysia 


By Nick Seaward in Kuala Lumpur 

fter two years of loss-making opera- 

tions, Malayséa’s national flag car- 
rier, Malaysian International Shipping 
Corp. (MISC) has become profitable 
again, only to find its traditional mar- 
kets invaded by a new breed of Malay- 
sian-foreign joint ventures. Ironically, 
these new shipping companies have 
been set up to take advantage of the 
same tax breaks and cargo-preference 
scheme#devised by the government to 
help MISC. 

Despite public criticism of the joint- 
venture trend in Kuala Lumpur re- 
cently, foreign shipping interests have 
pressed ahead with the establishment of 
1ew Malaysian-registered shipping 
-ompanies which, among other bene- 
fits, accord their owners a 25-year in- 
come-tax holiday, immunity from union 
boycotts of flags-of-convenience and ac- 
cess to the important cabotage trade be- 
tween Peninsular and East Malavsia. 

Only last month, for instance, Bri- 
tain's Ben Line Containers announced 
that its 30%-owned associate Bendara 
Holdings was looking to buy two 10- 
12,009 dwt multi-purpose bulk carriers 
with which to start shipping operations. 
Over the past year, a general cargo/ 
semi-container service has been estab- 
lished on the important Straits-Japan 
route by Ponrex Maya, a 65:35 joint 
venture between the  Johor-based 
Pomex Venture and Japan's Maya En- 
terprise Co. Recently, Jabsac Shipping 
Corp. has started competing on the 
same route'— a joint venture between 
Japan's Sumitomo Corp. and Sabah 
timber tycoon, Tan Sri Wee Boon Ping. 
with Tan Sri Datuk Nasruddin bin 
Mohammed as chairman. 
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Although these joint-venture ship- 
ping companies have to be in com- 


pliance with the tough new provisions of | 


Malaysia's Merchant Shipping Act and 
the Domestic Shipping Licensing 
Board, industry leaders have criticised 
what they perceive as the lack of 
genuine Malaysian ownership or man- 
agement in the newcomers. David 
Chua, general manager of shipping and 
logistics at Malaysia Overseas Invest- 
ment Corp. told a seminar in May that 
despite meeting the criteria laid down 
by the government for Malaysian-regis- 
tered shipping, many of these com- 
panies are controlled entirely from 
overseas. “This malpractice is serious 
and the government should take steps to 
discourage it,” Chua said. 

On paper, the criteria used to deter- 
mine the eligibility of a shipping com- 
pany for domestic registration are quite 
strict by world standards and the Singa- 
pore-based manager of Jabsac, Ishii 
Masao, described them as “very tough.” 
Operations must be conducted out of 
Malaysia, the majority of directors must 
be Malaysian, as must the voting rights 
and 70% of the crew have to be Malay- 
sians. However, the transport minister 
is empowered to alter these conditions 
and be frequently does so in the case of 
the crewing requirement because of the 
lack of trained Malaysian seamen. 

elt is difficult for the established 
Malaysian lines such as MISC to argue 
against the admission of new companies 
such as Jabsac, either on nationalistic or 
economic grounds. MISC itself has 
Hongkong shipping tycoon Frank Chao 
as one of its deputy chairmen and the re- 
duction of the country’s services deficit 




















is a major objective of the government 
of Prime Minister Datuk Seri Mahathir 
Mohamad. So it now looks as if MISC 
will have to face up to increased domes- 
tic competition on two important liner 
routes. As a result, it is likely to become 
even more dependent for profits on its 
lucrative 20-year contract for the car- 
riage of 6 million tons of liquefied natu- 
ral gas a year from Bintulu to Japan 

The other deputy chairman of 
MISC. Tunku Ngah Mohamed. con- 
ceded to the REVIEW that newcomers 
may have been able to get a foothold in 
the highly competitive industry because 
MISC was too preoccupied with the ap- 
pearance, since 1982, of Malavsia's sec- 
ond national line, Perbadanan Nasional 
Shipping Line (PNSI.), a subsidiary of 
the state investment fund, Perbadanan 
Nasional Bhd (Pernas). “It’s like having 
two watchdogs in the same house," 
Ngah said. “Sometimes they just quar- 
rel and let the robbers pass.” 


he two contenders have now come 

to some sort of modus vivendi, shar- 
ing the carriage of government-control- 
led project cargo in a cooperative agree- 
ment with the freight forwarder 
Kontena Nasional. However, the dam- 
age has been done: the newcomers are 
in and worse still for MISC, PNSL has 
penetrated the Peninsular-East Malay- 
Sia route with a roll-on, roll-off seven- 
year timecharter to the Ministry of De- 
fence. PNSL has also built up a tidy little 
fleet of bulkers and tankers on the back 
of long-term contracts of affreightment 
from Petronas (the national oil com- 
pany) and Malaysia Mining Corp 

Even more disturbing to MISC 
(which traditionally has been the na- 
tional flag carrier in the international 
liner trades) is PNSL’s success in win- 
ning the contract to ship 50% of 
knocked-down kits for Malaysia's Pro- 
ton Saga car from Japan. PNSL has had 
to charter in suitable tonnage to per- 
form the contract and Japsac's Masao 
told the REVIEW that his company was 
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falaysian flag ip 
er are expected to b 
next year. Ps 
PNSL’s general manager, or 
fian, said the worldwide depres- 
in the bulk trades had forced PNSL 
look at all prospects and. pos- 
ibilities." Apparently, this includes 
'ep-sea container services as well, for 
NSL has made the most of a long-term 
lationship with Denmark's East Asia- 
-tic Lines, inherited from Sime Darby, to 
form a 50:50 joint venture with the 
foreign line in early July. 

- EAC-PNSL has chartered in two of 
ast Asiatic's large containerships, 




























multi- national Anro consortium on the 
same route in May. Even more galling 
to MISC must be PNSL’s purchase at 
the end of June of a 1096 stake in EAC 
Transpacific Service which serves the 
US. Mounting losses had forced MISC 
out of this trade last year: 

With Denmark being a high-cost re- 
gistry, there is every incentive for East 
Asiatic to foster its relationship with 
PNSL but the activities of Hongkong's 
Prompt Shipping may well have made 
life difficult for the Danes if they are 
seeking a tax-free home. in Southeast 
Asia. 

An ailing bulk: carrier and liner 








ue compcetu- | 
k which pulled out of the | 


“ROU ings (the ix 


for liner services from China to West 
Africa and Europe. Although run out of 


offices in Hongkong, Prompt has regis- 


tered four ships in Malaysia through a 
Malaysian-based subsidiary of its par- 
ent. Any attempt by the ethnic Chinese 
run company to register liners in Mal 
sia for use on a European servic 
bound We run into strong opposition 
from MISC, which has a major invest- 
ment in that trade. Nevertheless, with 
only 14% of Malaysian liner cargo being 


carried-in Malaysian-flag ships, Prompt 


could probably make ouft a strong case 
for itself. 
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s report on the year's s first wer 
aysia’s Bank Negara (the central 
) says gross domestic product 
at slowed $354 Ine pudo to an 


s hird quater With. an eye to re- 
banking jitters and generally stag- 
entiment on the stock exchange, 
bank added that "the satisfactory 
all performance of the economy [in 
t quarter] contrasted with the 
evel of pervasive pessimism and 
inty in the private sector." 
igh-flying commodities topped the 
f export earners during the quarter. 
-oil prices still held. at about 
00 (US$487) a tonne at the begin- 
f the vear and petroleum earnings 
on the back of the strengthening 
dolar. Other commodities 
Iber and tin especially — failed to lift 
r performance during the quarter. 
Jut the report — a respected analvsis 
of economic currents — foreshadowed 
'ends which have since become more 
pparent. These include the drop in 
rivate-sector demand and investment, 
and weakening commodity prices that 
now include palm oil as well: spot 
ces dropped below M$900 a tonne 
uly and were still at that level in 
August. Spot oil prices, even for 
/ ala ia's high-quality crude, have also 






























ü ber has slipped further into the 
Idrums since March, with prices now 
sring around S$1 32 (77 US cents), 










nisation buffer-stock manager. 







earner: Primary In 


holding. despite support efforts 
the International. Natural Rubber 


er contributed M$3.67 billion to 
port. earnings 1 in 1984, sand p m-oil 








Petronas 





inery: sagging 


Ministry data pegged its export con- 
tribution at close to M$6 billion. 

The indicators showed encouraging 
improvements in the government's ac- 
counts. Although the first quarter falso 
the first three months of the fiscal year) 
is normally a time of slower government 
spending, continuing austerity showed 
results. Total expenditure fell 30.896 
(down to M$3.29 billion) over the previ- 
ous thrée months, with development 


spending in particular cut back. Re- 


venue climbed to give an operating 


| a of slightly more than M82 bil- 


PT 


| WENDY FORDYCE 


Government indebtedness had 
edged up slightly by end-March, to 
M$57.98 billion, with external 
-debt declining marginally from 

M$20.7 billion to M$20.64 bil- 
lion. This is the first time 
ineyears that the amount of 
public-sector external debt has 
dropped; in 1983, it grew 
34.7% over 1982, though slow- 
ing to 16.7% last year, 

Sectoral performance was 
uneven. Reflecting the steady 
palm-oil prices last year, 
production rose by 26% over 
the period; by contrast, rub- 
ber tapping dropped nearly 1795. Petro- 
leum production grew only 675, down 
from a sharp 17.4% spurt in the 
last quarter of 1984. The slack oil 
volume (in response to a government 


decision to show some solidarity with | 


Opec price-supports) was offset by 
increases in petrol revenues announced 
in January. Tin volume — reflecting 
the International Tin Council's 39.6% 


agreed cut-back last year — continued 


to drop. In manufacturing, all export- 
oriented industries recorded lower 
levels of production during the first 
quarter, and lay-offs have occurred 
in some industries, notably electro- 
nics. 

Most private economists confacted 
by the REVIEW said Malaysia will prob- 
ably have lower growth in 1985 than last 
year. Then, the large merchandise- 
trade surplus and cuts to both the cur- 
rent-account and. federàl deficits ar- 
rested a slowdown apparent in other 
areas, such as consumer spending and 
private investment. But now the multip- 
lier effects of cuts in public spending and 
a softening of export prices for all com- 
modities means overall growth could 


dip even below the annualised GDP fig- 
ure reported for the first quarte 


alaysian Chinese As- 
sociation) and is busily acquiring ships 
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“he Royal Bank is Canada’s largest 
yank, with nearly 1,500 on-line 
ranches Across the country. We're also 
Jorth America’s fifth largest bank, with 
ver C390 billio on in assets. 
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Aore businesses bank with us than 
vith any other bank. That means we 
an provide the links so essential to 
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your business success—connecting you 
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with potential markets, putting you in 
touch with key business people, and. 
alerting you to current investment 
opportunities. 
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"Our trade experts in Asia and Canada 
will Help make both ends of your 
importing and exporting deals go 
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Brown Boveri 

are welcome aboard 
Germany’s biggest 
cruise liner 

— the ms “Europa” — 
with turbochargers, 
over 300 motors, 

bow thruster drive, 
chiller plant and fittings. 


Maritime power 


The ms "Europa" is a float- 
ing luxury hotel. A cruise 
liner of 34 000 tons flying 
the flag of Hapag-Lloyd. A 
vessel designed to make 


BBC Turbocharger Type VTR 454 dreams come true for up to 
BBC are among the pioneers of turbo- 
charging and are world leaders in the 600 passengers. 


manufacture of turbochargers. A large 

proportion of the ships on the seven seas 

is equipped with BBC exhaust-gas turbo- The best dreams are 

Filed BO te S untroubled. Quiet, relaxed 

wi -sales ice networ 

with more than 60 depots in all corners of and dependable service 

the earth ensures fast, reliable service. must extend beyond the 
efficient attentions of stew- 
ards and crew to every 
aspect of the ship's opera- 


tion. 


Brown Boveri are present 
on board to help ensure just 
that. 


BBC turbochargers, with 
their reputation for effi- 
ciency and reliability, boost 
the power produced by the 
two 14 500 hp main engines. 
And by the ship's five elec- 
tricity generator sets. 


A 1250 kW BBC drive 
powers the fixed-pitch bow 
thruster. While over 300 
BBC motors drive machin- 
ery of every description. 
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The entire refrigeration and BBC perform a vital role in 

cooling for the air condition- providing the world with 

ing are provided by five facilities for generating, dis- 
490 kW turbo-chillers from tributing and utilizing elec- 

Brown Boveri-York Kälte-und tricity. A role that includes 

Klimatechnik GmbH. the world's shipping and off- 

shore installations. In fact, 

And thousands of square wherever smooth, unruffled 

metres of Resopal laminate ^ efficiency is welcome 

panels, yet another BBC aboard. 

product, lend distinction to 

the “Europa's” interior décor. 
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BBC Brown Boveri in South-East Asia, Australia and New Zealand 
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H-5401 Baden, Switzerland. 
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| Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
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he Boeing 767-200 
i has 12% more cargo volu 
than the competitio 


Whenit comes to pallet and container passengers one of the most comfort- 
capacity, the Boeing 767-200isatthehead able rides in the sky. In one of the most 

ofits class. It offers more space. More fuel-efficient 
flexibility. And therefore, more revenues. Jetliners in 
The 767-200 does all this while giving the world. 
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f you're big in the business 
efficiency business, sooner or later 
you'll be taking orders from 
the readers of The Review. 

Because in Asia over 
half the people 
involved in the 
purchase of ail 
office equipment ` 
and computer products 
regularly read The Review. 

When you consider that a fu 
96% of our audience is in Dusiness, 
government, and ine orofessions, that six 
in every ten in business are on ihe | oard, and 
that nine Out of ten in government are senior officials, 
you'll realise The Review IS G singularly proficient mecium. 

That's why more than three dozen of the bi gest names in office 
oroductivity are profiting from a place 
among our pages. 

If you want your advertising TO go stral 
to the top, talk through The Review. 
We've got friends in alf the right places. 
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€ IF an outsider were to overhear 
brokers here talking to Shroff about 
Malaysian Finance Minister Daim 
Zainuddin’s struggle to ignite the 
lethargic Kuala Lumpur Stock Ex- 
change (KLSE), he could reasonably 
come to believe one of two things: 
either Daim is embarked on one of the 
more forlorn adventures of his creer, 
or, by setting body and mind against the 
prevailing bearish wind that has chilled 
the local eec for the better part of 15 
months, he will eventually lure the pun- 
ters back into thé ring — and will keep 
them there longer than two or three 
days, 

In earlier columns (REVIEW, 21 
Mar.), Shroff has reviewed the steadily 
é list of measures that Daim 






; Offered to inject some sense and 
ergy back into the market. These in- 
clude lengthening scrip delivery time; 
imposing a temporary halt on new list- 
ings to lure funds into existing equities; 
periodically opening credit lines to 
those banks which might still be in- 
terested in lending to share investors; 
creating a M$1 billion (US$40G million) 
government concessibnary-finance fund 
to assist as-yet undisclosed inpestment 
proposals; announcing new fdreign-in- 
vestment guidelines that, des 
confusion, offer increased 
and even promising attentive 
tion to proposals to give 
banks free rein to their o 
ages. 

Recent, Daim went several steps 
further, pulling in managers of the 
largest funds (including bumiputra in- 
vestment agencies, pension funds and 
government-linked banks) and suggest- 
ing to them that “coordinated and sus- 

ied purchases in the market" would 

..p matters. 

He also got the 

immediate 








erchant 
broker- 


RSSage across that 
sales by these institutions 
wives Deest to lift would 
o make matters 
y tuk Jaffar Hussein, gover- 
zx ank Negara (the central bank), 
, ed that he might ask the banks 
to urop, once again (REVIEW, 27 June), 

their base lending rate. 
hat some local fund managers 
not think the time was drawing near 
to|buy some selected listings anyway: 
erally bullish sentiment in 


d 
Mew York AE Nev other markets 









in Asia, the KISE, New Straits Times 
(NST) and Fraser's Malaysia indices all 


recorded drops in July, which in the case 
of De NST tog tU 30-month low. 
Even w relatively tight money 
prompting short-term interest rates of 


11% or more, surely some of those 
cheap listings had good fundamentals? 


Ee nons 


Talking up the market for whose 


(which manages Malaysia's largest 
share portfolio) was getting interested 
in fundamentals anyway — and so per- 
suaded itself that Daim's elbow-squeez- 
ing came at just the right time. 

Sadly, the trading results do not un- 
equivocally say *bravo" to Daim's inter- 
ventionism. Even though Shroff is hear- 
ing solemn applause for Daim's effort, 
the latest indications show that the 
Daim-inspired swing back during the 
last weeks of July could have dug invest- 
ors (albeit a different set of them) more 
deeply into the bog. 

The KLSE started spinning on 19 
July, and during the next four days some 
buying seemed almost unbelievably ag- 
gressive, making 23 July the busiest day 
in the KLSE's history, with 30.1 million 
shares (worth M$51.5 million) changing 
hands. The 10-day net advance/decline 
balance said it all: a swing from minus 
828 to plus 742. This was all very impres- 





sive stuff, helped no doubt by the all- 
time Dow Jones high (1,359 points) on 
Wall Street during that week. 
€ BUT the problem is that institution- 
al funds, whether buying or selling &n 
this comparatively low-volume bourse, 
make a lot of noise. Big sell orders from 
some of the overseas investors put the 
brake on the upward spiral; one broker 
told Shroff that the net effect of Daim's 
pep talks could turn out to be the use of 
public institutions’ money to clear out 
the stale bull overhang from the previ- 
ous year. 

Certainly, the common feeling was 
that foreign institutions had seen their 





STAR PUBLICATIONS 








benefit? 





not too much, of a loss on the way out 
the door. Less than a week after the en- 
gineered bull run, the profit-takers 
came over the hill and volumes and 
value fell away. 

Although a more sustained recovery 
requires a levelling off and consolida- 
tion of prices, Shroff wonders whether 
overt stimulation can do more than 
work temporary wonders. It is notable 
that the merchant banks' association, 
while ostensibly backing Daim's call for 
more credit to investors, in fact agreed 
to disagree, with some of the smaller 
merchant banks begging off the assump- 
tion of risk. 

Many analysts privately told Shroff 
that the problem with Malaysia's mar- 
ket has little to do with liquidity, and 
still less with enthusiasm stifled by rules 
or by a lack of upbeat fiscal develop- 
ments. Behind the bears lies a sentiment 
that is devilishly difficult to banish, sim- 
ply because it refuses to believe 
the good news. On almost every 
export-earning front, Malaysia's 
commodities are doing less well 
than even four months ago. De- 
mand is down, most indices of in- 
vestment and spending show falls 
(page 118). Funds are still stuck 
with portfolios which are in some 
cases 4076 down on their mar- 
ket value at April-May last 
year. In many cases, these coun- 
ters yield derisory dividend in- 
come. 
€ THE best that can be said for 
the latest elbow-grabbing play is 
that foreign funds (which have 
held, during the past year, up to 
20% of the free-market float) 
had a chance to unload much of 
their stock — “good riddance to 
bad rubbish,” said one Singa- 
pore-based analyst. “The real 
problem,” he added, “is how to 
get so many players out of the 
head-lock they are in. Banks are 
hostage to share collateral peg- 
ged too high: Bumiputra funds 
must deliver on promises of an effec- 
tive rate of return at least several 
points ahead of savings-account inter- 
est.” 

This analyst, and others closer to the 
local bourse, wonder how some 
bumiputra equity funds, notably the na- 
tional investeiat company Permodalan 
Nasional and its unit-trust partner 
Amanah Saham Nasional, (holding re- 
spectively the largest and the third- 
largest portfolios of publicly traded 
stock) can live with the cramp now that 
they have made informal, but well-com- 
municated, commitments not to dump 


shares at the first glimmer of a rising | 


The largest bumiputra merchant bank | chance and sold out, taking some, but | market. . Oo | 
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_ By Bruce Roscoe in Tokyo 


fter two months’ cautious observa- 
V tion by foreign banks in Japan and 
-outright opposition on the part of many 
: domestic banks, Japan's new banker's 
acceptance (BA) market has made little 
- headway. Trading began on 1 June, and 
-though the June volume was initially ex- 
“pected to reach around ¥100 billion 
.(US$421.1 million), the total for the 
month was just ¥59 billion. July was 
worse at ¥43 billion. Foreign banks’ 
-share in each month was about ¥7 bil- 
lion. The first-year target of Y 1 trillion, 
by the Ministry of Finance (MoF), 
ow appears out of reach. 
A yen BA is used to finance trade. A 
Japanese company exporting a product 
resents a yen-denominated trade draft 
Japanese bank, which the bank ac- 
yts and then sells in a secondary mar- 
The bank profits by the differential 
e interest it paysto the investor who 
hases the-BA draft and the rate it 
es the exporter for the short-term 


ither lend yen or the foreign currency 
equired by the trader. . l 


Although the idea of creating a yen 


t gain momentum until the US took 
p the cause in its drive to encourage in- 
rnationalisation of the yen. The mar- 


Hongkong HK$73.05m 
and Shanghai (US$9.4m) 
Hotels 

tr HK$70.99m 
(US$9.1m) 





$$48.1m 
(US$21.8m) 


H 30 June 















S$62.52m 


| H30June S$ 
| (US$28.4m) 






H30 June | S$64.44m 
GE. (US$29.2m) 





~A$16.7m 


H 30 June 16.7r 
| |(USSt2m) 


Foreign banks find a new Japanese market unattractive 


n finance. Investors can be Japanese. 
on-residents. Without the facility of 
en BA market, Japanese banks, 


market surfaced within the Bank of 4 
kyo (BoT) at least 10 years ago, it did | 


t finally was opened after about 18 
1onths of debate on the Japan-US Yen- 






































Dollar Committee. US Treasury offi- 
cials.argued that foreigners should have 
access to short-term yen funds as easily 
as Japanese institutions could invest in 
short-term dollar of sterling instru- 
ments. Even now, according to Bank of 
Japan (BoJ — the central bank) figures, 
only 2-3% of Japan's imports are fi- 
nanced in yen; for exports, it is 40%. 
BoJ officials and. foreign bankers 
agree it is too early to write the BA mar- 
ket off as a flop. But they also concede 
the market's start has been less than au- 
spicious. Wrapped in a complex web of 
regulations, the market seems practical 
only for Japanese commodity traders 
whose single transactions are in the 
range of at least US$5 million and are 
therefore big enough to negotiate prefe- 
rential rates with their Japanese bank. 
Before a Japanese or foreign bank can 
enter the market, it must combine the 
bills it has accepted to issue a book bill 


valued at ¥100 million or more. For 
^ smaller banks, that can take some ef- 
. fort. : l 


A, lany foreign banks in Japan simply 
EVI have stayed clear of the market. “The 
problem to date has been that the rates 





. charged by Japanese banks in the BA 


market have been higher than that for 


yen finance so there has been no finan- 


cial incentive for yen BA financing." 
said one US banker. "We have not been 


using the market at all,” a European. 


banker confessed. “The rate is not more 


the cost up. So why b 


to finance iron-ore imports. Nippon 







/hich 


h ke 
Them 


arket 





other? 
is a bit artificial.” 
Japanese banks appear to be thwart- > 
ing the market's growth. There is a cert .— 
tain grey area in the way in which Japan- —. 
ese banks customarily arrange finance 
for traders, which the banks apparently . 
want to keep intact because it makes 
their actual margins difficult for the 
tradew to assess. It occurs when the: 
banks charge a "compensation balance" 
in addition to the short-term prime. Yen 
BAs, however, make the cost of the 
financing transparent. Another draw- 
back in yen BAs is that they rob Japan- 
ese banks of the chance to profit on 
foreign-exchange fluctuations, which 
the banks are able to do when they fi” 
nance trade using, say, US dollars or 
sterling. : ; 
The only significant developmen 
the BA market has been Nippon Ste 
Corp.'s entry, which BoJ officials say .. 
might have a ripple effect among other. 
steel companies and possibly oil buyers 
[n July, the company raised the equiva- 
lent of about US$10 million in yen BAs 
















Steel’s. tgtal yearly imports of coal and 
iron ore amount toearound US$3 billion. 










and the company has said it wishes to fi- 
nance at feast a third of that trade in yen 
BAs. | 


Givinb credence to the view that 
Japan's prime rate is a fiction, Nippon 
Steel uset its muscle to negotiate di- 
rectly withthe Industrial Bank of Japan | 
for a yen BYyrate that was cheaper than = 
dollar financing and-at the Same time — 
obtained a lower rate for its follow-on. — 
yen financing. Pee | Bo 
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30€ 
(same) 


HK$236.92m 
(US$30.4m) 















HK$503.24m nil 
(US$64.5m) (nil) 
$$593.4m* - 8% 


(US$269. 1m) 
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A$929.8m . | i 
 (US$668.9m} | — 


Strong performance in Ho 
Singapore and the Philippines. Whole year pro 
about 8%. i 
Declining Hongkong interest rates helped sales, particulary 
of small to medium-size residential units. Outlook reassuring. 


Provisions made for marine investments and declihe 
(7.296)** | of security on some loans. 

| Profits reduced by provisions for investments MetingKo 
(same? | Overseas Trust Bank and newspaperdgingapore Monit 
. No performance review or forecast 
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of second half offered. | 
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By Paul Handley in Jakarta 


he Jakarta stock exchange celebrat- 
‘Hed its first windu, the eight-year 
cycle of the Javanese calendar, with a 
Series of new regulations that may bring 
some life to a bourse: that has so far 
‘Stayed as sleepy asa Central Jawa vil- 
lage. The new rules, an update of the 
. Original charter set in the mid-1970s 
prior to the exchange's opening, clear 
-. the way for participation of local private 
-banks in underwriting new issues, previ- 
.. ously forestalled by murky regulations. 
. . The Capital Market Executive 
^Board (Bapepam) is hoping this new 
source of underwriting capital will 
. Stimulate new issues, which in turn 
ould add some fire to the somnolent 
"ading activity on the exchange. If the 
government also allows foreign-bank 
participation under the same new rul- 
ing, as Bapepam hopes, it could give the 
market even more of a fillip.- | 
^. The capitalisation and size require- 
ments for new issues have also been re- 
ised in a way that makes it gelatively 
more attractive for a company first 
- going public to opt for a bend issue 
rather than an equity float. A uniform 
minimum issued-capital requifement of 
Rps 200 million (US$180, was set 
for all types of issues, doubling the 
amount for corporate bonds Put raising 
eight-fold the limit for stock Ksues. 
Yet, these rulings a new pro- 
cedural sifnplifications may well fall 
_ Short of their goal. The two problems 
“most bemoaned by both issuers and in- 
.vestors have not been changed: the 
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strict controls on stock-price fluctua- 
tions and steep taxes on dividends and 
interest of more than Rps 980,000. 
These restrictions put most speculators 
off, and guarantee that those interested 
in steady earnings will stick to high in- 
terest-bearing bank deposits. 

Bapepam's announcement that local 
commercial banks can underwrite néw 
issues takes some pressure off the coun- 
try's 11 non-bank financial institutions 
(NBFIs, the local name for merchant 
banks), which until now have been the 
only source of underwriting. The NBFIs 
were hit hard by the June 1983 banking 
liberalisation, which gave banks the 
right to set their own deposit rates. 
since then rupiah have flowed into com- 
mercial-bank deposits paying 16-20% in 
interest, and the NBFIs, not allowed to 
take deposits, have suffered from re- 
stricted funding. | 

The same banking-deregulation mea- 
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foreign compe 
without losing contro! 
donesians to invest in anies o 
dent of a return. But the comp 
listed, facing a depressed economy 
forced to rely on 
vidends instead of pr 
fluctuations fo attract 
vestors, cannot comp 
with the high der 
rates offered by : 
banks. In 1984, the avers 
age dividend paid om 4i 
market listing was 9.495. 
according to Bapepam 
Since a late 1983 regula 
uon allowed stocks ft 
the first time to. si 
below their par value, 1 
market has been in a € 
~ mal sump. The exe 
index dropped to 66 last month ( 
1983-100) and trading averages 
about 5,000 shares daily. 
Bapepam spokesman Joko Kus 
said the executive board was 
foreign participation in the market 
lowing the lead of other devel 
markets in the region. Inquiries } 
ready been made over whether 
ruling on commescial-bank pa 
tion can be extended to foreign 
operating in Jakarta, and Bape 
hoping the government will rule { 
ably on this. Kusnadi said Bape 
looking at ways to involve 
funds, specifically bank pension fy 
One idea is for foreign security invi 
ments through Indonesia-based 
folio-management funds, or back- 

back certificates offered by investi 
trusts. Even if this were to come ; 
foreign funds would be limited 
most 5% of a stock. 
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merging as a top performer once again, 


HONGKONG: The Hang Seng [üdék.- broke 
‘ough the 1,700 psychological barrier on 6 Aug.. 
helped by old rumours of potential buying forays 
into Hongkong Land, and prospects of a recover- 
ing property market. But profit-taking soon 
brought the index back below the 1,700 level to a 
period's low of 1,673.55, aggravated by Hutchison 
Vhampoa selling a sizable chunk of its holdings in 
ongkong Electric. Sentiment picked up again on 
last trading day on hopes that Hutchison, 
med with new cash, might now be another po- 
1 buyer of Hongkong Land. Turnover aver- 
a daily HK$319.17 million (US$40.9 mil- 
up 4076 on the previous period. 


























(YO: The collapse of Sanko Steamship Co. 
it its share price plunging below the par level of 
30.(21 US cents), and also drove down the share 
price of Sanko's three main banks — Daiwa, 
Tokai and Long-Term Credit Bank of Japan. 
malysts said shipbuilding and their related issues 
Is fell. Japan Air Lines da and, to a lesser 


ta ed. a mild recovery. 










































NU. E: A stream of bad news on the econ- 
ny on top of bleak interim results from the 
ing sector, pushed the market down steadily. 
aser's Industrial Index closed the period 45.54 
s lower at 3,931.33. There was no trading on 
Aug. — the National Day holiday — giving | 
e market time to consider the spectre of minus 
onomic growth in 1985 raised by the prime 
nister. Average daily trading volume was 10.61 
ion shares, boosted by heavy selling of bank- 
counters. Oversea-Chinese Banking Corp. 
i ed- at S$8.15 (US$3.70), down 15 S 









. LUMPUR: Most prices retreated in moder- 
trading which eased at the close of period to 
ess than 8 million shares daily, worth M$17.2 mil- 
n (US$7 million): “Renewed political uncer- 
tainty over the conflict within the Malaysian 
Chinese Association was cited as one dampener 

t some counters, notably Antah Ho dings, 
ucked the trend. Mixed Wall Street results added 
o the caution, though some analysts now expect 
he market to consolidate after the governmest- 
nduced buying spree by local institutions in July. 
: so-called Delayed One Month Contract trad- 
»cedure, expected to exert a small but posi- 
€ influence by enabling longer scrip delivery 
nes, begins on 15 Aug. 


USTRALIA: Heavy trading in retailing leaders 
ollowed Myer Emporium's acceptance of G. J. 
‘oles and Co.'s higher takeover bid, helping the 
| Industrials | Index up 14.4 points over the 
pe od to a record high of 1,356,8. The worsening 
political situation in South Africa continued to 
benefit gold'stócks as overseas investors fransfer- 



















BAD political and corporate news in South Korea led to a sharp drop in market 
prices in the period to 12 Aug. Other markets in Asia fared better, with Hongkong 
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red funds to FON On 6 Bug the Gold In- 
dex jumped 31 points to a record high but was 
pulled down by a sagging gold price for two trad- 
ing sessions before recovering at the end « vi m 
period. The All-Ordinaries Index. gane 
points to a record 949.7 on strong buying across 
the board. 


NEW ZEALAND: The market continued to gather 

strength early in the period but ran into a bout of 
selling before the weekend. It quickly steadied, 

though there was a less-buoyant tone as part two 
of the 1985 budget loomed with its promised re- 
arrangement of the tax structure. Inthe background 
were a number of on-market bids, none of which 
was making ; much progress or affecting the overall 
tone. 


SEOUL: Political worries and expected poor first- 
half results from many companies pushed prices 
down across the board, driving the composite 
index down 3.1 points to 135.36, and cutting vol- 
ume by 1.64 million to 14.47 million shares daily. 
The government's proposed campus law, which 
will crack down on demonstrations in universiti&, 
was the focus of investors' concern. Predictions of 
bad results in blue-chips, particularly in electrp- 
nics, added to the bearish trend. All industrigs 
were down, led by electronic machinery, whith 
fell 11.73, followed by machinery, off 10.56. The 
largest single fall was Samhwa Condenser, do 
Won 252 (29 US cents). followed by Goldst; 
Electric, down Won 234. 









MANILA: Share prices recovered somewhat to- 
wards the close of another period of depressed 
trading conditions. Average daily value turnover 
was more than halved to P1.4 million 
(US$75,268). Investors stayed away particularly 


from.oils (which posted no deals on the exchanges - 
on 6 Aug.), while 


mines lost their glitter owing to 
first-half losses. The commercial-industrial indi- 


cator wasap by 0.22 of a point.to close at 133.35 


the mining index added 3.26 to 677.80 and the oil 
gauge inched up 0.018 to 0. 744. 


BANGKOK: The market sagged in the absence of 
fresh news. With the exception of Dusit Thani 
Hotel which recorded considerable activity, trad- 
ing was sluggish. By the period’s close, the Book 
Club Index posted a loss of 1.19 points at 141.30. 

Star performers included Dusit Thani Hotel, 

Bangkok Rubber and Siam Citizens Leasing. 

Losers included Thai Farmers Bank and Siam Ce- 
ment. Volume was up to 4.45 million shares, valued 
at some Baht 1.15 billion (US$42.9 million). 


TAIPEI: After a brief upswing with active trading 


in selected shares, the market failed to sustain - 


momentum as the weighted price index gained 
slightly. more than a point on the period to close at 
659.67. Compared to the past few weeks, trading 
was relatively heavy. Avetage daily turnover was 
NT$499 million (US$12.5 aa million), Trading was 
especially brisk in China General Plastics Corp. 
which investors favoured because of its strong 
E dud prospects for the year. 
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Asia houses over half of mankind. Everyday events are 
‘happening here that not only shape Asia's future but 
ffect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
cutive or scholar or anyone who has dealings with 
i. Decide for yourself whether any other single 
um puts the economic, social and political realities 
Asia at your fingertips as does the Asia Yearbook. 





In its 26th Edition 
e Asia 1985 Yearbook, celebrating its 26th anniver- 
/ is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
roduce a book that anyone who has any dealings with 
-should have on the bookshelf. 


Gad 





ures 

Asia 1985 Yearbook includes a newcomer to every 
apter — the Databox which gives an instant glance of 

ential data. You will find familiar chapters and fea- 
ires as well: a Regional Round-up, The Power Game, 
'opulation, Development Banks, Asian Finance. Asian 
Investment, Commodities, Energy, Aviation. Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 
he main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging irom Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and. New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 
As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
| country has a new map to go with its chapter. 
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1985 Yearbook 


and social and cultural landmarks. Each section has 

also been supplied with a set of vital statistics compiled. - 
against a master questionnaire provided by Yearbook . 
experts. D 














How We Did It coe PCM 

Published by the Far Eastern Economic Review, 
Yearbook is the result of thousands of man-hours: 
every year. Every week, the Review's corresponden 
provide on-the-spot reports from every major Asiar 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of fnterest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook bertinent. To give you Asi 
minus the mystery, minus he myth. To give you Asia as — 
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only the Far Eastern Econgmic Review can. 
















Soft Cover: HK$1 70/US$21: | 


Hard Cover: HK$200/US$25.957 
For airmail delivery, please add: 
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Asia 1985 Yearbook (Soft Cover) 
Price: HK$170/05821.95/£20/$49.50/M$56. 
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-mid rolling hills i 
FA most stretch of Kedah — 3 
Prime Minister Datuk Seri Mahathir 
Mohamad's home state — iron fences as 
high as 15 ft mark Malaysia's boundary 
With southern Thailand. Generally fol- 
_ lowing hilltops but sometimes plunging 
confusingly into narrow ravines, the 
_ lines of rusting steel posts with barbed- 
. wire topping meander across lands now 
planted with quick-maturing rubber 
trees, a money-spinning way to remove 
jungle cover from intruders, com- 
. munists and smugglers alike. 
Patrolling these sun-baked, humid 
reaches provides the Malaysian army 
| With weeks of stupifying boredom, bro- 
ken occasionally by edgy moments 
when, as in early April, a squad chal- 
lenging sounds. from some midnight- 
“dimmed bushes were answered with au- 
matic gunfire. The intruders, prob- 
bly smugglers, disappeared back 
rough holes that are snipped con- 
itly i inthe fence. — 
“Keeping my boys perked up is the 
'ughest part of this job," the com- 
ander of the 305th Battalion (com- 
xised of Royal Malay Regiment and 
ybilised Volunteer troops) says. But 
ut-Col Mohamad Yusoff Talib is an 
oid hand at keeping his soldiers combat- 
ady near the porous (despite the wire 
barriers) frontier. An accomplished 
estrian, and lover of jazz and swing. 
sic, Yusoff makes Pm his “boys” 
share his enthusiasms. 
. Yusoff's infantrymen comprise three 
ifle companies manning a string of 
primitive redoubts and observation 
posts along a 60-km stretch of rough 
‘ountry. Occasional shoot-outs with 
smugglers preoccupy them more than 
communists but they know that silence 
n the rolling country across from them 
ives no perpetual guarantee against 
bush from the Marxist-Leninist or 
Revolutionary Front factions. 
-Most of the border watched by 305 
Battalion has three lengths of wire fenc- 
Ang. His troops have mined some sec- 
"tors, and must repair sections of the 
fence cut througt or damaged by 
smuggling parties; Although a chore to 
maintain, border fences have made the 
border area less permeable; together 
— with. the East-West highway's wide 
- swath across the rugged Barisan moun- 
^» tains and new dams across the Golok 
river, the wire barriers have introduced 
new delays into old infiltration routes. 
Partly as a result, Communist Party 
: of Malaysia guerillas. have become “per- 
manent residents" of Thailand — in- 
creasingly unwelcome ones. Sentiment 
n the ground at Kayu Hitam says rela- 
ions with Thai army opposites are get- 
better, registering a quantum jump 
when Lieut-Gen. Wanchai Jitjumnong 
became Thai Fourth: Army commander 
ate 1983. Boe some PE 









bits, fav ourable ima. about their coun- 
terparts' professionalism are also heard. 

At his Kayu Hitam headquarters, 
Yusoff's favourite pony stands tethered 
in the midday heat, near a stable beside 
the officers’ mess. The musical situation 
is less upbeat, though. "Sure, we ve got 
a passable combo here," Yusoff con- 
fided to this writer. “But you should 
have visited our last post: my boys dug 
out a 57-ft-long, 27-ft-wide swimming 
pool fed by mountain streams. The band 
there was good, too. Swimming to 
swing, that's the life!" 

Besides Yusoff's 800 men, customs 
and police department detachments 
also serve at Kayu Hitam. Parties of sur- 
veyors sometimes pass through as well: 
some years ago the politicians in 



































































Bangkok and Kuala Lumpur agreed to 
demarcate their common border — a 
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Porous border: 


| line drawn by Britain and Siam in 1909 
— using modern survey methods. To 
date, joint teams have completed about 
78% of the survey, often in hazardous 
conditions. The faction-ridden com- 
munists surviving on the Thai side of the 
border place booby traps — designed to 
maim — in the surveyors’ path. 


» an exercise of studied contrast, 
the Malaysians decided four years ago 
to make their side of the border a model 
checkpoint. The swept-up appearance 
goes beyond the border barriets to the 
four-lane highway cutting incongru» 
ously up from Canglun straight to the 
border, On the Thai side, a decidedly 
less grand two-lane road twists up to 
Sadau, the nearest sizable town. 
The c ast extenc 
styles of border inspectià 
re splendent í in Buddhist embi 
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“garrison town" ' ha- 




























waves | 
police on to a 
more officious wel- 
come from the de- : 
cidedly Islamic na- | 
tional authorities - 
waiting on the- 
other side. At the 
Thai station, two | 
children, tired of | 
kick-the-can, . 
raise and lower 
the control gate, 
almost by whim; 100 m distant, Malay: 
sian customs “boys” do things rather 
more rigorously: oneKedah soil — of- 
ficialdom and troops; on Thai ground 
— shophouses and nylon-topped kiosks 
sheltering a fast trade in pirated casset 
tes, fake designer-name shirts and 
kitchenware. 
No one even hazards a guess at 

volume of drugs moving thr ough Man 



















Mi} sia’s border — but just the seizures an- 


nounced suggest large quantities. Even 
at permanent roadstops Yusoff says his 
soldiers have bagged ganja (marijuana) 


and heroin. 


But Yusoff rattled off a list of other 
smuggled goods: beside drugs, they in- 
clude weapons, rise and tin concentrate 
(to evade production clamps imposed 
by the Ihternational Tin Agreement — 
which bbth Thailand and Malaysia have 
ane Even COWS try to sneak into 


: barged Malaysian amen 
3 nment-supported minimum 
incomes, however; so even bovine traf- 
ficking becomes criminal too, ` 

The smugglers’ checklist also in- 
cludes women, recruits to work in bars 
and brothels who regularly slip across 
the frontier: That is how southern Thai- 
land, rightly or wrongly, looks from `” 
district at léast, and even in Kuala L 
pur exasperation sometimes shows. 
One magazing M a spate of muckraking 
zeallast year scribed the line he- 
tween the three so*the 
Songkla, Betong and Haadvarte 
east Asia'sother “Golden Triangle." — 

Meanwhile, at Kayu Hitam the sol- 
diers on the ground continue to watch 
the fences and exchange fire with occa- 
sional intruders. In the cong 
conflicting loyalties in south Thaila 
is often hard to draw fixed ae betw 
communists, bandits, dru gler 
and extortionists - (whg possibly enjhy 
protection from soifíe, elements in the 
Thai army). In this po unii the Xd 
laysian military has a modest hope: i 
creasing coopetaffOn from Thai au 
thorities — including ORenambivalent 
police and civilian chiefs — to impose 
more order on a notoriously difficult 
boundary that was drawn in colonial 
times. — James Cla 
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_ by millions of flight hours. 

















many new w standard i in pus corporate du. | : | 400 TwinRangc 
Comfort: You.cauld call the seven- place 400an | i -~ RingGuard. i ail rot 

, flight boardroom because its such an outstanding - pane. — | : 
place to meet. Club s seating lets everyone see eye to eye, E | | 2 : | | | ! 

—Mhite carrying on the business at hand in a quiet; serene” ~ Backed by the wor ids best service and supe PELO 

cabin. - | When service is needed, 159 authorized C atome w 


"er Smoothness: Sute, four rotor blades mean a. _ Service facilities stand. ready to pagery you. back in. fne... 
smooth ride. But Bells soft in-plane fiberglass rotor TA ait, fast. 


increases stability. T hat, too, makes for a smoother 2 Its the worliis most extensive service/su port 
mand quitter = ridet ——ryerworky Arid ir j just more assurance tharr Begoo 


Controllability: That advanced- technol logy rotor TwinRanger will deliver reliability from the word go. 
a _ will also 1 mean a lot to. pilots | because it enhances agility. 


. While reducing gust sensitivity. And giving extraordi- |... For mot information, ill or write Bob Fi azie 

E security to everyday traveling. —— — Manager, Model 400 Marketing, Bell Helicopter: : 
T ity:Only one thing is as assuring as twin-— — — Textyon-Inc. Dept t- 734; Box-482.-F+--Worth-Fexas-—~ 

e engine aei — Allison reliability. Mese tur: | EC Cat! USA, ( Siy Da 280- 3601, Telex: y 75-8229, Cable: 
- | : | | belt Craft | i 
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And Canon's NP 150 and NP 155 deliver 
just that, with Automatic Exposure 
at 15 copies per minute. 


The NP 155 has an additional 
zoom for accurate enlarge- 
ment and reduction. 


Canon. It's the name 
you can count on 
for quality and 
efficiency. 


Cut off the name Canon and you're 
taking a chance. The chance that your 
copier won't deliver consistent high 
quality copies and cost performance 
Copy after copy. 


Quality control and research and 
development mean more than ever 
before in today's productivity — 
conscious world. i3 



























CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd 
Tei 5- 8373700 Indonesia P. T. SAMAFITRO Jakarta Tel 355521! Malaysia Mulpha Trading Sdn Bhd (Canon Division) Tel 556066 
Philippines Datagraphics inc. Metro Manila Tel 85-50-11 Singapore Canon Marketing Services Pte Ltd Tel 273-5311 Thailand 
FMA Corp. Ltd. Bangkok Tel 235-0156 India Chowgule Industries Ltd. Bombay Tel 2026182 Pakistan Paramount Business 
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Qantas carries 


its passengers 
longer mdi 
any other 


ve ] + 
* 

When you've got to fly long distance, wouldn't you feel more confident 
choosing an airline that specialises in long distance travel? 

Qantas isethat airline. And everything, from technology to cabin crew 
training, is geared to make you as comfortable as possible over the entire journev. 

This is no idle claim. Qantas flies its passengers longer distances than any 
other airline. It's because of this that we understand, and satisfy, the needs of our 
passengers so well, making all our flights seem much shorter. 

On all Qantas flights, you have the choice of Luxury First Class Sleeper 
Chairs, the Original Qantas Business Class (with legrests) or the friendliest 
Economy Service in the sky. 


So when you're flying long distance, fly the long distance specialist . . . 
Qantas. On our long legs, you won’t arrive on your last legs. 
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QANTAS 


The Australian Airline 
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On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’s capital, Kabul. A KGB “hit 
squad” gunned down the country’s communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal’s regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan’s bloody history spelled the 
beginning of Moscow's “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in Peshawar 
in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 


THE SOVIET OCCUPATION OF | 
A moving account of a proud nation’s struggle 
and a penetrating study of Soviet intentions. 


| E. for the rest of the world! 


| e 16 pages B&W photographs 
| e 205 pages — ° 








Don’t miss this best : 
possible account of the latest colonial 
rape of a nation and the implications 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 

Md i 

To: Publications Division, 

Far Eastern Economic Review, 
G. P. O. Box 160, 


Hong Kong 


I 

i 

i Yes! Please sed. copies of The Soviet. Occupa- 
|] don of Afghanistan for which I enclose US$9.95/ 
i HK$79.00 each (surface postage inclusive). For air-, 
i _ mail delivery please add US$2.00/HK3$16.00. 
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Ricoh's M10: The Right-Size Copier 


Affordable and compact, the Ricoh M10 desktop copier offers exceptional copy 
quality in a very small package. Because the M10 is much more than just another 
compact copier. It’s a reliable and hard-working piece of office equipment packed 

e with the latest advances in reproduction technology. 
The MIOS innovative FEED (Floating Electrode Effeét Development) monocompo- 
nent toning system, for example, reproduces originals with more sharpness and clarity 
than any other copier in this class. And a special ultra-fine toner gives excellent repro- 
duction of highlights. On a variety of paper stock, in sizes from business card to Bá size 
. The MIO. Only from Ricoh. See it and the many other models in our full product line 
at your local Ricoh dealer today. 


ICOH COMPANY, LTD. 15-5, Minami-Aoyama |. chome, Minato-ku. Tokvo 107 Japan 
COH BUSINESS MACHINES, LTD. 2808 X ing On Centre, 111 Connaught Road Central, Hong Kong 


IONG KONG Gilman Office Machines Elizabeth House 5/F, 250 Gloucester Road, Causeway Bas Hong Kong. Tel: $-8940022 
NDONESIA P. T. Nirwana Wahana Scjahtera 50, Let lend Suprapto, Jakarta Pusat. Tel: 413921 


IALAYSIA Wywy (Malaysia) Sdn. Bhd. Lot 14/24, 2/F , Asia Java Commercial ( omplex Petaling Jaya, Selangor. Tel: 5-570088 P 
INGAPORE Wywy Private Ltd. Wywy House, 17 Leng Kee Road, Singapore 0315. Tel: 4722155 
AIWAN, R.O.C. Yao Fung Co., Ltd. No 59-61, Chung Hwa Road, Sec 2 Taipei. Tel: 2-381 -2170 
EOS Systems Corp. !l0Fl. No 55, Sec 2, Nanking E. Road Taipei. Tel: 2-537-5660 
HAILAND Fantarect Co., Ltd. 304-8, Mahaesak Road, Silom, Bangkok 10500. Tel: 235-4040 








COME TO TOKYO 


WELCOME TO SHERATON HOTELS IN ASIA. 







ATUMA Pa 
NEW DELNI g KATHMANDU -apd 
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OK IN AWA 





QTAPEI 
MANILA 


BANGKOK ^ 


dt BRUNE! 
SINGAPORE 


Beside an ancient moat, within 

a ten-acre garden, stands a 
spectacular hotel. With dozens 

of tempting restaurants. 120 
international shops. Staff trained in 
the art of service. A city of calm within 
the city of excitement. Rates from 
Yen 18,500 to 25,000. 
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The New Otani Hotel 
and Tower 


HE HATON REFERRAL HOTE 


The hospitality people of ITT 
FOR RESERVATIONS, CALL YOUR 
TRAVEL PLANNER OR SHERATON IN YOUR AREA. 


MANILA 50-60-44 HONG KONG 5/299-203 
TAIPEI 324-5544 SINGAPORE 532-6144 
ANGKOK 233-5160 MALAYSIA 437-522 





e 
*unchallenged authority! 
There is no doubt amongst leading top management as to which publication ts considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled coverage! 

No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple vou look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! | 


*unequalled performance! 
Since January of 1974, the Review has grown in size from just over 20.000 copies per isgue 
to its present circulation of mere than 63,500 copies per issue. 

A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising fran nearly 600 of the world's top cor- 
porations. . 

Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its: 
performance is unequalled. 
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SRG Executive Surveys — Asian Executive Study 










Dennis Ferrier's resume features some of the world's most respected names in merchant banking 
During a long and varied career he has held many senior international positions. 

More recently, Ferrier became Chief Executive of Marac Merchant Banking Group. 

Bringing his world of experience to the only wholly New Zealand owned merchant banking group to 
operate in the Pacific Basin's key trading areas — Australia, Singapore, Hong Kong and New Zealand 
Ferrier knows the world of merchant banking. Marac Merchant Banking Group knows the Pacific Basin. 

Now we would like to know you. 


Dennis Ferrier, Chief Executive 
Marac Merchant Banking Group 


MARAC MERCHANT BANKING GROUP 


international Trade Finance +*+ Foreign Exchange * Money Market 
Marac Corporation Limited, Private Bag, Wellesley Street. Auckland, New Zealand. Telex: N22796 Fax: 395878 MARAC 
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THE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 
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From trading to textiles, from shipbuilding to auto a trusted partner of many of the world's top businesses. 
making, from heavy machinery to high finance, from So, the next time your Company asks," Who can get 
electronics to telecommunications, Koreas Daewoo the job done?" You'll know who. 

has proved its expertise in many areas, and finds itself 
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C.P.O. Box 2810, 8269 Seoul, Korea 
TLX.: DAEWOO K23341 ~ 4 
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The best of the East with the best of the West. 


Lido Hotel Beijing, where the most modern comforts combine 
with the ageless traditions of warm hospitality. Amid the splendours 
of ancient China, discover the friendly, efficient service of the "80s. 


* Only 15 minutes from Tian'anmen Square and 
20 minutes from Beijing International Airport. 


* 500 luxuriously-appointed guest rooms and suites. 
* Superb international cuisine. 


* On-line computerised advance reservations system 
for guest convenience. 


For reservati&ns, please contact 
your travel agent or the Hong Kong Reservations Office, 
Room 3304 Bank of America Tower, 12 Harcourt Road, Hong Kong. 
e — Tel: 5-236263. Telex: 73010 EDNA HX. Cable: EDNA SHIP. 


Management services provided by Holiday Sun. 


International - Asia/Pacific 


Holiday Inn Hotels in Asia 
Bombay * Colombo © Golden Mile Hong Kong * Harbour View Hong Kong © Islamabad + Johor Bahra 
Kanazawa * Inn On The Park Kuala Lumpur * Karachi + Kuching * Kyoto * Manila * Nagasaki 
Nankai-Osaka * Narita * Penang * Park View Singapore * Royal Singapore * Tokyo * Toyohashi * Yokohama 
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Everythings right here in the Philippine s. 


li you're planning a trip within the region this year, 
we'd like to invite you to visit the heart of Asia.’ 
The Philippines is, not only at the geographic heart of Asia, 
just an hour or two away, it is also a country known for its friendly welcome 
and tradition of hospitality. 
Whether your choice is golden sands or cool pine covered mountains 
you will find them waiting for vou. 
With so many Five-Star hotels and countless beach resorts you*will have a wide 
choice of accommodations. And at prices that will pleasantly surprise you. 
Five-Star rooms from $45 a day or room, food and drinks at a resott from $40 a day. 
For relaxation, you can enjoy sports from SCUBA diving to tennis, Hobie 
Catting to golf, windsurfing to squash, all at prices designed to keep you active. 





And when the sun goes down the fun continues. Discos, 
cabarets, casinos, great dining, and the sound of music wherever you go. 
Oh, and dont forget the shopping. We have some of the finest designers 


and great clothes all priced Phili H s 
E to dress you up in style. ppine 














"Which path for Cambodia? 


THE 5TH COLUMN by M. R. Sukhum- 
E hand Paribatra [18 July] is a welcome 
-ontribution to a positive solution for 
ambodia. 
There exist now two possible roads 
o a compromise over Cambodia, an 
'Eastern" and "Western" path, for 
want of better names. H 
The Eastern path would be based on 
an agreement between the Soviet Union 
—and China. Prince Norodom Sihanouk 
»would return to Phnom Penh, perhaps 
as head of state., Pol Pot and his im- 
"mediate coterie of mass murderers 
»»vould be invited for a prolonged stay in 
Y. while rank-and-file Khmer 
ouge were reintegrated into Cambo- 
lian society. Western-trained adminis- 
ators now playing an important role in 
om Penh would lose influence. Both 
bodia and Vietnam would be 
caught in the uncomfortably warm em- 
—»race of Soviet-Chinese mutual under- 
Mstanding about the limits which must be 
out on fractious smaller brothers. The 
10n-communist resistance groups, 
Asean and the West in general would 
pe essentially frozen out of Indochina. 
"A Soviet Military presence would be- 
-*ome a permanent feature in the region. 
The alternative Western path would 
tart with a realistic evaluation of the 
~alance of forces in Cambodia. As part 
of a negotiated package, leaders of the 
“Sihanouk and Son Sann groups would 






be given roles in the existing aes ae 
rin government. Lower-ranking Khmer 
Rouge would be permitted to return for 
supervised resettlement. Vietnam 
would agree to an internationally super- 
vised staged withdrawal of its forces 
over five to 10 years. Thailand would 
forbid all military supply and basing of 
insurgents on its territory. Elections 
would be conducted which would at 
least be as free as some others in the re- 
gion. 

US normalisation of relations with 
Vietnam and the opening of interna- 
tional aid channels to both countries 
would be part of the deal. Vietnam: 
would inevitably have primary influ- 
ence in Cambodia in the immediate fu- 
ture, but doors would be open for 
Asean and Western economic and dip- 
lomatic involvement. It would not be à 
surprise to find the Soviet military pre- 
sence being reduced over the years, par- 
ticularly if a new nationalist government 
in the Philippines closed down US 
bases. 

The current approach of Asean and 
Western governments seems premised 
on reversing the consequences of the 
past decade. It may have laudable goals 
of self-determination and democracy, 
but it is so unrealistic as to make the 
Eastern path the most likely eventual- 
ity. 


Philadelphia John McAuliff 










bnick [THE STH COLUMN, 
set out one possible scenario for 
patterns in the future if present 
rotectionist sentiment is allowed to 
xead. The scenario he pagnted is, un- 
-unately, quite plausible. 
- It is not necessary for countries to 
dut aside their own self-ihterest and act 
»n the basis of some broader interest for 
his to occur. All it requires is that coun- 
"ries take a medium-term view of their 
wn self-interest. It can be shown that it 
5 not in the medium- or long-term self- 
interest of any country to try to solve a 
urrent trading problem by recourse to 
brotection. 
Drobnick sets out the most impor- 
nt factors tjat altered the interną- 
ioral tradirg environment. He man- 
ges to do so without mentioning at all 
E persistent US budget deficits and 
e way in hs they are financed by at- 
racting savihgs from the rest of the 
yorld*to NewYork. By leaving out the 
JS budget deficit, he can conclude his 
pain of events with the statement that 
S economy is bearing politically 
ptable burdens to support a free- 
umma..." 








As consumption is supposedly one of 
the major beneficial aims of economic 
effort, I am not sure how all this con- 
sumption in the US can be described as 
a "burden" for them. The protectionist 
policies in the US' trading partners are 
undoubtedly part of the problem and ef- 
forts to reverse the protectionist wave 
are crucial. But by ignoring the other 
crucial side of the coin, the domestic fis- 
cal policies in the US, Drobnick gives an 
unbalanced impression of cause and 
cure. 
Seychelles 


Intent to defraud 


I am always amused by the outrage exe 
pressed when à "bucket shop" like 
Overseas Trust Bank collapses. It is so 
obvious that large numbers of publicly 
held companies in Hongkong have, as 
their principal purpose, the intent to de- 
fraud the public. For their part the 
public are driven by greed fostered by 
the promotion of the concept of capital- 
ism. 
When will the second-raters who are 
supposed to govern Hongkong realise 
that their first and long-overdue objec- 
tive should be the implementation of a 


Peter Nicholl 
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APPOINTMENT 
NOTICE 


Northern Telecom 





David G. Vice 

David G. Vice, 51, has been appointed 
president of Northern Telecom Limited. 
He succeeds Edmund B. Fitzgerald, 
who retains his responsibilities as chair- 
man and chief executive officer-of 
Northern Telecom Limited. 4 

Mr. Vice has also been elected to the 
board of directors of the corporation. In 
his capacity as president, he will be the 
corporation's chief operating officer with 
worldwide responsibilities. 

Mr. Vice, a native of Campbellford, 
Ontario, had been president of 
Northern Telecom Canada Limited. 

Northern Telecom is the second largest 
designer and manufacturer of telecom- 
munications equipment in North America 
and sixth in the world. It is the world's 
largest supplier of fully digital telecom- 
munications systems, and is a significant 
supplier of integrated office systems. 

It employs more than 47,000 people 
throughout the world and has research 
and development facilities, and 47 manu- 
facturing plants in Canada, the U.S., 
United Kingdom, Republic of Ireland, 
Malaysia, and Brazil. Its common shares 
are listed on the Montreal, New York, 
Toronto, Vancouver and London, U.K. 
stock exchanges. 
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workable securities law focusing on a 
proper degree of disclosure, upon which 
reasoned investment decisions can be 
made? Surely such legislation would 
place the survival of Hongkong as a 


continuing and valuable centre of 
capitalism much less in question. 
New Jersey Peter Dodds 


Check the facts 


I refer to Emily Lau's review of Hard 
Graft in Hongkong [25 July]. While Lau 
is entitled to her own views about the In- 
dependent Commission Against Cor- 
ruption (ICAC), she made certain re- 
marks in her review which are factually 
incorrect. 

First, no expatriate officer resigned 
as a result of the partial amnesty, as al- 
leged by Lau. In fact, the establishment 
of the commission's Operations Depart- 
ment far from being "trimmed" grew 
from 569 in 1977 to 580 in 1978 and 
today stands at 707. 

Secondly, Lau commented that since 
1977 “instead of going after the corrupt 
tigers they have gone for the small fry." 
This Is demonstrably not so, unless Lau 
regards as “small fry" the former head 
of the Buildings Ordinance Office who 
was sentenced to three years’ imprison- 
ment, the former acting head of the 
Building Development Department 
who was sentenced to six years’ impri- 
sonment, a senior security officer of the 
Royal Hongkong Jockey Club who 
was sentenced to four years’ impri- 
sonment and two inspectors of the 
Commercial Crimes Bureau of the 
Royal Hongkong Police who were sen- 
tenced to two-and-a-half years’ impri- 
sonment. These are only a selection of 
the many cases — some involving consi- 
derable sums of money — which the 
ICAC has presented before the courts 
since 1977. 

As for Lau’s statement that an ICAC 
press officer “confessed he felt ex- 
tremely embarrassed having to reply to 
queries from cynical reporters asking 
how many HK$10 men the ICAC had 
arrested," it should be pointed out that 
there were two such cases both of 
which were prosecuted in 1976 (before 
the partial amnesty) and, at the court 
hearing, the magistrate emphasised 
that it was a mistake to dismiss such 
cases as "tea money" and stressed it 
was the target of the bribery rather than 
the small amount of money involved 
that should carry more weight in such 
cases. 

Lau is, of course, entitled to her 
personal opinion of Sir Donald Lud- 
dington but, during his tenure as com- 
missioner of ICAC, prosecutions rose 
from 181 in 1978 to 509 in 1981 — hardly 
the performance of a “lacklustre bureau- 
crat." 

In her penultimate paragraph Lau 
referred to the ICAC receiving a serious 
setback gn 1976 “when the private sec- 
tor reacted strongly to ICAC meddling 





in its affairs,” and then went on in her 
final paragraph to state that “the ICAC 
had again come across a section of socie- 
ty which was riddled with corruption, 
but it was not allowed to act since any 
house-cleaning might destabilise the 
community and disturb the status quo.” 
This is nonsense. 

The ICAC now has the support of all 
the major commercial and industrial as- 
sociations in tackling corruption in the 
private sector, and the constant proces- 





sion of cases presented to the courts 
which relate to the private sector rang- 
ing from minor illegal commissions to 
major bank frauds that have been facili- 
tated by corrupt practices clearly shows 
that there has been no bar on ICAC ac- 
tion in this area. Indeed, apart from the 
partial amnesty itself, there has never 
been any attempt by the governor or 
anyone in the Hongkong va mei 
to prevent the ICAC from taking action 
in any particular cases or against any 
particular area. 

It would be appreciated if Lau would 
check her facts with us before writing 
about the ICAC in future. Kenneth Ko 

Chief Press Information Officer 
Independent Commission Against Corruption 
Hongkong 


Sensitive issues 

The simultaneous publication of a letter 
from a fellow Singaporean, S. R. Das 
Gupta [25 July]. castigating you for pub- 
lishing a couple of dissenting fetters on 
"sensitive issues" and your report of the 
Singapore Monitors demise prompts 
me to write to you. 

I wonder why Gupta never men- 
tioned your many editorial articles giv- 
ing credit to the Singapore Government 
for its solid achievements. If Gupta 
fears these "sensitive issues" should 
never be printed in case they inflame 
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Singaporeans, his fears are unfoun 
The more sensitive the issue, the highi 
the intellectual plane on which the 
should be aired ag in your esteemec 
magazine — but they must nevertheless 
be aired. It is sad for me as a Singapo 
rean to have to resort to foreign publica 
tions to obtain news and in-depth 
analysis of issues of my country from am 
impartial viewpoint. Although these 
views may sometimes differ from the 
government's, still I feel I should have 
the right to know. 

The closure of the Monitor not 
withstanding, all the reasons given bye 
the Singapore Government for its for. 
mation in the first place — now glaring! 
void — merely manifest the underiyn di 
unwillingness of the pro-government es 
tablishment to rescue it and thereby al 
lowing another English-language news 
paper to co-exist on par with Th 
Times. What is obvious by compariso 
is editorial content; with two news 
papers adopting predictably pro-gov 
ernment views, the choice left to re; 
ers is obviously for the more-establis 
Straits Times — hence the Monitor 
readership never picked up, causing ad 
vertisers to shy away. Clearly, in thei 
post-election corrective move towards a 
supposedly more creative society ane 
receptive governing style by the secon 
genera&on PAP leaders, journalisme 
was never in theif minds. & 

If your magazine were to publiski 
only those letters Gupta would like tee 
see, I am afraid your magazine would ge 
the way of the Monitor. 
Singapore 


Merit abuse > 

Martin Marini [1.Aug.] is obviously uns 
able to distinguish 
nuendoes, 









Kwan Yue Kengi 







letter by ‘Fair-minded’ [27 June 
fits his. The facts on racial discrimin 
tion are as follows: 

» Those of Chinese origin from E 
kong, Taiwan and Macau are co 
dered traditional sources of laboum 
while those from India and Sri Lank 
are not. : 

» Indian cabinet ministers in Singapor 
are seen to send their children to lear 
Mandarin as the second language i 
schools even when the minister and hii 
wife are both Tamils. 

» A large percentage of the India 
ministers and MPs are married te 
Chinese but none of the,Chinese minis 
ters or MPs themselves Pre married t 
Indians or Malays.  ' 

» Knowing that the system of meritc 
cracy is easily abused tf there are m 
checks, other countries 4nd races ar 
more honest with thems€lves armi em 
ploy quotas, affirmative action, race rc 
lationship boards and strong trad 
unions to fight any abuse of the g 
system. 


Singapore 
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" hina has a good chance of meeting its target of quad- 
<A rupling economic output by the end of the century and 
. pushing: per capita national income to US$800, according | | 
.fo.a.new and as yet unreleased World Bank study. But it 
‘must hold its population growth to around 1% a year and 
make far more. efficient use of its resources, especially in 
| agriculture, the bank warns. The report, analysed by China 
Ji economy cérrespondent. Robert Delfs, also suggests Pe- 
"j^ king could achieve its growth goals more easily if it swung 

| away from the Soviet economic pattern and concentrated 
“more on the development of its service industries, includ- 
not me commercial sector. Pages 50-56. 
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The Malaysian Chinese Association 
ets a three-month warning from the 











ntoa ew crisis: 


~e 












Page 12 
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Talks betwaeh the 2 Sri Lankan Govern- | 
ment and Tamil separatists in Bhutan | 
are to be resumed following a walkout | 
by the rebels after. increased com- 
munal violence. 











inom Penh and sets a oi for Cam- 
Bdia troop withdrawal. 


_ Page 22 | 
The Soviet fleet — cand a huge party of 
officials — — is in port in North Korea in a 
“Clear demonstration of anew Moscow 
_ interest in its Far Eastern neighbour. 





Page 24 

-Thai untonists fear that a failed strike 

y sgeinst the,state railways and. the 
"Ssdcking o 
-have a serious impact on the | coun- 

Cty '* labour movement. 



















of some of high-ranking party 


Front to resolve its leader- | 
strt ggle-« and promptly phinges b. 


_ The. assassins’ ¢ guns. speak again in | 
2 Punjab. and threaten the hopes for a | 
i . political settlement à and oA elec- : 


. goffe Asean members at the in- | 
* dochina foreign ministers’ meeting in | 


qur union leaders may 





Cover illustration by Lui Mo Ping. 





Pages 41-44 
Sanko. Steamship seems certain to 

ome. Japan's largest corporate 
bankiuptey — — ü victim of misreading: 








; cently -o f an  iljudged scheme to 
| corner the bulk- -carrier trade. 





| 

, Pages 46-47 

, Australia's banks seem unconcerned 
| at the. imminent entry of 16 foreign ri- 
vals which hope to pick up 20% of the 
| market. | 

| 


Page 48 
Cabinet intervention into a | Malaysian 
Airline System plan. to buy Rolls- 
Royce jet engines sets off tremors 
which could have international impli- 
cations. 


Page 62 
Philippine businessmen have little in- 
| terest in new trade credits as they find 
| their home market shrinking. Meag- 
| while, bankers in the US question the 
| ability of the Marcos government to 
solve the longer-term problems the 
countr? faces. 


Page 66 


| 
| 
be 
| 
iL) 
! The proposed complex restructuring 


| of .Hongkong’s Associated Hotels 
| group, a lingering victim of the prop- 
| erty boom and bust, carries painful 
| 


| lessons on the risks. of. Tolowama- 
| leader’ banking. : 
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of survival . : 
Trade: The bon " 
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Dow with the ships. ] 
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Banking: On the defensive in Kustaa? | 
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| The trial has opened in. are 
Muslim preacher A, P; Fatwa 
and Lieut-Gen. H.R. Dhar- 
sono, 60, a former Asean sec- ` 
retary-general and charismatic” 
ex-commander of a powerful | 
army division. Both have been’ 
held since late 1984, , when, 
along with other activistsin the“ 
< “Petition of 50” opposition | 
. group, they published aso-call- 
_ed White Paper questioning of- | 
ficial accounts of the Tanjung | 
Priok riots and calling for an in- 
dependent inquiry into the. af- 
fair. The charges against the 
men carry maximum sen- 
nces of death. 
-At least eight other promi- | 
nent members of the Petition: 
/f 50 group may also be called || 
s. witnesses at the trial and. 
ubsequently charged with sub- 
'rsion themselves, according 
o arraignment documents. 
They include Indonesia's first 
me minister, Syafruddin 
"rawinegara; Ali Sadikin, the. 
opular — ex-governor of 
karta; Hoegang Imam San- 
‘toso, former national police 
chief; two ex-ministers; a 
former parliamentarian; a stu- 
¿dent leader. and an ex-ambas- 
:sador. — Lincoln Kaye 














Lee backs calls for wage 
freeze in 
Singapore's Prime Minister 


Lee Kuan Yew has confirmed 
that he favours a two-year | 
wage freeze for workers. Simi- 
lar views had been expressed 


such a move would make. 
Singapore more competitive ` 
with its, East. Asian. rivals 
(REVIEW, 1 Aug.) Ata 9 Au- 








^ of two prominent dissidents— |. 


| rocked Kathmandu in 


| ceived the royal assent. was 


- earlier by officials who claimed 





tional Da 
re would 


Traominalwage freeze andanan- 


àpnual'. productivity. growth of 
"F695; Singapore would be able 


to gain competitiveness in two 

years, compared with Hong- 
kong. Taiwan and South 
Korea., A wage freeze for the 
{third year — 1987 — might-be 
necéssary if competitiveness is 
not regained by then, he said. 

ds — V. G. Kulkarni 


| Sabah's Harris resigns 
from federal parliament 


‘Former Sabah chicf minister 
Datuk Harris Salleh gave up 
‘both his membership in Ber- 
jaya, the party he had led for 
nine years, and his federal par- 
liámentary seat of Ulu Padas 
on 17 August. He had quit his 
[post as Berjaya president a 
month earlier, following his | 
party's defeat in state elections 
an April at the hands of Parti 
Bersatu Sabah (PBS). 
His resignation from parlia- 
ment means a by-election must 
be held within 90 days. allow- 
ing the five-month-old PBS its 
first crack at acquiring a federal 
seat. Berjaya won 15 of | 
Sabah's 16 parliamentary seats 
in the 1982 federal election. 
Meanwhile, the ruling Na- 
tional Front coalition's Sup- 
reme Council met on 17 Au- 
gust and deferred making a de- 
cision on PBS’ application to` 
join the coalition, one of the 
items on the day's agenda. ~ 
— Suhaini Aznam 


Nepal brings in tough 
anti-terrorist law 


 Followin 
wave o0 


the unprecedented 
explosions which 
mid- 
June, killing eight people and 
wounding 27 (REVIEW, 4 July), 
the Nepalese Parliament has 
passed a Terrorist Offences 
Act,-under which a special tri- 
bunal is to be set up to try sus- 
pected terrorists. If found 
guilty of acts leading to death, 
offenders will be hanged, while 
those who cause serious injury 
will be senfenced to between 
five years’ and life imprison- 
ment: Proceedings will be held 
in camera, though appeals to 
the Supreme Court are permit- 
ted. 

The bill, which has now re- 


passed with only three votes 
against — all from leftist mem- 
bers who objected to it on the 
grounds of potential govern- 
ment misuse. 





at zn no cut in | 
Treal wages, adding that with a. 


— Kedar Man singh | 


Canberra cuts 
deficit sharply 


The Australian Government's 


budget for 1985-86 (ending 30 





June) sees a deficit of A$4.92 
billion (US$3.5 billion), down 


sharply from last year’s deficit 


of A$6.75 million. As a prop 

| uon of gross domestic product, 
| the deficit will drop to 2.1% 
from last year’s 3.3%., In his 20 
August budget speech, Trea- 
surer Paul Keating predicted 
economic growth of about 
4.5% aided by the depreciation 
of the Australian dollar earlier 
this year, but he warned 
that regained competitiveness 
could be eroded by wage pres- 





Ssures. 
No new taxes were an- 
nounced. After its recent 


backdown from earlier indirect 
tax proposals, the government 
will announce its new plans in 
September, but these will take 
effect from next year. - 

— Hamish McDonald 


Australia, New Zealand 

The first joint ministerial 
review of the 
Closer Economic Relations 
(CER) agreement between 
Australia and New Zealand, 
held in Canberra on 15-16 Au- 
gust, made little progress in 
solving wrangles over protec- 
tion for New Zealand's state- 
sponsored steel industry and 
Australia's. clothing industry. 
The ministers also agreed to let 
different — foreign-investment 
codes stand. 

Australia’s Broken Hill 
Proprietary Co. stands to lose 
60,000 tonnes of hot and cold 
rolled-steel sales when a new 
stage at New Zealand Steel 
starts production at end-1986. 
lt is not mollified by a New 
Zealand undertaking to apply 
CER tariff and quota cuts on 
downstream-steel products. 

— Hamish McDonald 


New Zealand overhauls 

its taxation system 

New Zealand Finance Minister 
Roger Douglas foreshadowed 
a massive switch from personal 
income tax to indirect con- 
sumption taxes in à s 
nomic statement on 20 August. 
Income-tax ‘rates will be 
slashed across the board from 1 
October 1986, reducing the 
highest marginal-tax rate from 
66% to 4896. + 


Offsetting + this, a 


| Sans tries to block 
Minebea takeover bid 
Sankyo Seiki. 


20-month-old | 


grounds that it is already doing | 


cial eco- | 
| affiliated companies. 
other finance officials received. 


..] Yuan, Taiwan's cabinet. , 
1096 










nesses with. turnovers of less 
than NZ$24,000 (US$12,973y .. 
is forecast to:yield NZ$2.7 bile. 
lion. Low-income families will © 
be compensated through intro- 
duction of. a negative income 
tax. Douglas also announced 
changes to company tax, in- 
cluding an increase from 45% 
to 48% in the basic rate (from 
50% to 53% for non-resident 
companies) . iem l October 
1986. RE 
Double : taxation of di- 
vidends (at Hoth the company- 
profit and shareholder-income 
levels) is toend it 1988 ing af- 
tempt to push companies frome 
debt to equity. financing. 
^. — Colin James 










‘ Manufacturing j 
Co., a precision-instrument 
maker, is fighting a takeover 


bid by electronic-components 


maker Minebea Co. in what 
could Deon ee s ‘first 
Uses seule aft. 





Sie cde in the past: year 
to become the company’s:top 
shareholder. Talks are in pros | 
gress on a merger, but Sankyo. | 
is opposing. Minebea on the 














quite well on its own | 
Sankyo has threatened to. É 











take. away  busfhess from - 
Minebez om about ve bit ` 
| lion (USSISS RN i 
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disc drives, motors and roD 


Naw resignations in 
Taiwan bank scandal | 


Taiwan's Cathay group finan- 
cial scandal claimed new politi- 
cal casualties with the 15 Au- 
pust resignation of Finance 
inister Loh Jen-kong and two 
top aides. Deputy central bank 
governor Robert Chien was 
named as Loh's successor. 
With the long-awaited release: 
of three government reports om 
the crisis, Loh and his pre- 
decessor, Hsu Iyteh (who re 
signed under pressure in March), 
stood accused of negligence in 
failing to prevent the Tenth. 
Credit Cooperafiye from mak- 
ing NT$7.7 billion (US$190. T 
million) of imprOper lodfis to: 
Eleven 













seprimands from the Execufgag 





— Can G 
















cen nthet two: countries. W hile L Lee 
vitably discuss regioni al 


nterpart, “Zhao Zivang. BU 

- investment and trade prospects will 

D probably dominate the talks. Dt tails 
- of Lee's entourage are not vet known, 
. but the Singapore delegation may 

-. include senior ministers, MPs and 

. bureaucrats involved in formulating 
x economic and trade policies. 


TS IN A NAME 


TA civil law suit filed by Singapore 

Airlines inthe Hongkong High Court 
inst a woman with five aliases for 

$5.3 million arises from her period 

keting agent in Medan, - 

Indonesia. The woman is listed in 

court documents as Lim Lie Tjin, 

-. alias Lim Lie Jin, alias Susana Lim 

* Yati, alias Susana Limijati, Alias 















E omatic representatives of. 
. Portugal have visited East Timor for- 
! Portugues time since the vas takeho = 





ago. T he Dutch Embassy i in Tok arta, 
which has represented Lisbon’ S 


interests there since Post son Close 



















tona six-day f : 
that has now beci me 


st time that Australa recognises In- 
a's sovereignty over East Timor and 
regards its people as Indonesian citizens, it 
: vas reported ( 9 Aug.). 


CHINA 

"The mayor of the Shenzhen Special Eco- 
omic Zone wuld be replaced soon, a well- 
brmed ipie ud Peking said (/4 Aug.). 











- % 


people died and four Were injured 


e Sikh leader Sant: H 


ei | Dongen speaks Portuguese (still a 


| West Timor, starting under Dutch 


exploded in northern Assam | 






. Tth province. Van 





lingua franca for older Timorese) and 
| served five years as a.civilservant in 












colonial administration and staying 
on, at Jakarta's request, after 
independence in 1950. 


isis is aid SPEAKING... 


Malaysia’ $ 
privatisation 
programme is . 
running into snags. 
Prime Minister 
Datuk Seri Mahathir 
Mohamad has been 
cautioned by | 
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:merchant-bank 

" | advisers against too- 

omi rapid divestiture of 

Mna government. 
controlled d enterprises, especially 
hiving off the Telecommunications | 
Department (where private firms | 

undertaking major upgrading - | 

contracts are behind schedule). The 
first government entity to be sold is - 
still likely to be Malaysian Airline 
System, but a planned sale of 

| part of the equity of the Malaysian 

| International Shipping Corp. — 











| 
| 
i 
. | whose liquefied natural gas carriers 
"by | are keeping the cash flow 
7 A. could happen ahead ofthe airline’ ssale. 
| 
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BORDER Spons 






ush ited nto ‘tangible cooperation 


| between the der Fo countries em their 





chand Singh Longowal was shot dead by Sikh 
extremists in Sherpur village, 120 km from 
Chandigarh. Hundreds of Tibetan refugees 
demonstrated outside the Chinese Embassy 
in New Delhi to protest against 20th anniver- 
sary celebrations of the establishment of 
Tibet as a Chinese autonomous region (20 
Aug. ). | 

| 


JAPAN 
Prime Minister Yasuhiro Nakasone made | 

the first 8fficial visit of a post-war prime min- | 
i*ister to the Yakasuni Shrine for the war dead | 
| U5 Aug.) The Transport Ministry. an- | 
nounced plans fora wide-scale internal in- | 
| 

i 
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| vestigation. into Japan Air. Lines’ manage- 
ment and operations (20 Aug. ). 


PACIFIC : 

"The French Senate adopted an amended 
bill which er 
n CN Cale 









nia (20 , 


| was personified by Brezhr 


expound on the responsibilities and 


| demonstrating against President Chun Doo 


's four. autonomous bi caa | 









andi northe: 
demarcating the li 

markers had eith 
been moved further 
pro-Peking Burma Cor 
insurgents, More recen 
both sidesofthe b i 
the northeastern fronti roll 
Shan state have been allowe to! 
to within 30 miles inside the line t 
trade with their neighbours. |... 


GORBACHOV LOOKS EAST 
Diplomats expect Moscow soon to 
replace its ambassadors in both 
Pyongyang and Peking as part of ne 
Soviet leader Mikhail Gorbachov 

efforts to break with the erao 
Leonid Brezhnev. Both Nikolay 
Shubnikov, the Soviet amb. 
Pyongyang and I. S. Shcherbake 
ambassador to Peking, are Brezh 
appointees, and their removal is 
viewed by diplomats as an atte 
clear away the last vestiges of a pe 
when Moscow's tense relations « 
both its Asian communist n 




























































merum eres with their lea 


This year’s Armed Forces Day parac 
in Jakarta on 5 October will be 
unusual as it will mark the retirer 
of the last active personnel of th 
called Generation of '45, who took 
part in the war of. independence 
against the Dutch. President Suharto 
is likely to use the occasion to Él 





future role of the army leadershipe 
trained since independence. 


SOUTH KOREA | 

The government decided to postpone ins 
troduction of the controversial Campus: 
Stabilisation Law after facing stiff opposition — 
(7 Aug. ). One student was sentenced to a ^ 
year in jail and 23 others to 10 days each for. 


EET EE 


Hwan (/9 Aug.). 
SR! LANKA 


Twenty-one people were shot dead! 
troops in the northern town of Vav 
after militant Tamils tried to blow the 
diers up with a land mine, security s 
ficers said (16 Aug.). The T 
walked out of peace talks in 
tan, protesti ne the killings. 
in Madras said (/7 Aug.) T 
went on the offensive. f 
and hijacking a train (18 Aug.). 
talks were mee n rd to prep 
tonomy y propan { I9 Aug. Hh 




















By Suhaini Aznam in Kual 


n inconclusive coup, laiman 

to the party presk "post, a 
minister stripped of his portfolio and a 
three-month deadline to resolve an 18- 
month party crisis, have thrown the 
strife-torn Malaysian Chinese Associa- 
tion (MCA) into further confusion. In 
the chaos, only one detail emerged as 
certain — instead of only two camps 
battling for control, the MCA is now 
'split three ways. 
P. Struggling. furiously to stave off a 
threatened “temporary expulsion" from 
the ruling. National Front coalition 
REVIEW, 22 Aug.), some of MCA act- 
g president Datuk Neo Yee Pan's 
enants, led by the party's acting 
y president, Labour Minister 
Datuk Mak Hon Kam, and its secretary- 
eneral, Deputy Minister of Finance 
D tuk Tan Tiong Hong, deserted him at 
Ith hour and set up their own 


















































They 'then called an emergency 
meeting of the party central committee 
hich removed Neo and declared Mak 
ie new acting president — just 19 hours 
ore the National Front Supreme 





* 


party’ 
emergency meeting invalid, questioning 
the existence of a quorum, and main- 
ained that he is still the rightful acting 
president. E 
Meanwhile, the original splinter 
oroup of former party vice-president 
an Koon Swan refused to be a party to 
ie latest manoeuvre and did not attend 
€ emergency meeting which executed 
€ coup — a carbon copy of his own at- 
tempt to take control of the party. 
^. The MCA crisis originally erupted in 
“March 1984 when Tan accused Neo of 
— padding the party membership register 
‘to ensure his confirmation as party pre- 
sident at its next election. Two 
emergency meetings, several appeals to 
_the courts and 18 months later, the crisis 
remains unresolved. 
- Privately, senior National Front 
‘leaders have confessed that they view 
. Neo as the stumbling block to a resolu- 
ition. MCA insiders admitted that, 
knowing this, a small delegation com- 
prising Mak, Rosemary Chong as 
> women's wing chief, youth secretary- 
general Chew Hock Thye and national 
organising secretary Sen. Lim Séan 
Lean flew to Seoul to meet Neo — who 
 wason Mene. there — -—ina last-ditch ef- 


s fate. Neo promptly declared the 





Council meeting was due to decide the - 
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resentatives". 


had increasingly given serious thought 
to asking the MCA temporarily to quit 
the coalition, preferring this option to 
entering a general election. with the 
MCA in disarray, said a top official. But 
upon the delegation's return, the lead- 
ers decided that dropping Neo from his 
post as minister of housing: and local 
government would be sufficient. 
Significantly, Neo's termination let- 
ter, effective from 16 August, was 
handed to him hours before the Na- 
tional Front meeting the following 
morning — indicating that he would 
have lost his minister's post no matter 
what the outcome of that pivotal meet- 
ing. 
What looked like another twist sur- 
faced briefly when Neo and Mak sur- 


prised onlookers by arriving in the same 
car. However, speculation about a hasty 
reconciliation was quashed when they 
reiterated their claims immediately 
after returning to their respective head- 


quarters. 

NE: stressed that he would not suc- 
cumb to pressure from outsiders. By 

dismissing him from the government, 

Prime Minister Datuk Seri Mahathir 

Mohamad risked being seen fhcitly to 

back a faction whose claim to legitimacy 


is still being questioned. With two act- . 


ing presidents claiming to speak for oe 
party, the “situation looks murky,” 
marked a Tan aide. At the Viele: 
Mahathir had neatly sidestepped this 
issue by referring to both as MCA “rep- 

without. ascribing titles to 
either. i 





| 
| 
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In the event, it. was Mak who re 
quested three: months’ grace for th 
party,to restore order, failing which th 
MCA would voluntarily leave the Na 
tional Front. This saved the Nation: 
Front components, particularly the dc 
minant United Malays National Organi 
sation (Umno), from,accusations of in 
terference in the internal affairs of it 
partners. 

On a larger racial dimensie 
would also be too easy for someone t« 
whip up racial sentiments with claim 
that the Malays were telling the Chines 
who their leaders should be, explai z 
Umno sources: Raci au 
sensitive subject in. Malaysia, where 
the peninsula alone += wh re 
operates — the Chinese are a ] 
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minority at 33% and the indigenou 
Malays a small majority at 55%; . 

The National Front ts particulari 
anxious not to risk angering the Chines 
at this point since the push for a resolu 
tion of the leadership crisis was prompt 
ed with an eye to a general election, du 
before April 1987. With asenior partne 
split into. factions, the government? 
margin of victory would inevitably 
reduced. As things have türned out, 
the event of no resolution in ae 
months, the “expulsion” then would bi 
at the MCA’s own initiative. 

But sceptics both withi nd oke 
the MCA are now left wônderinf hov 
the long-drawn-out infighting can bi 
resolved in the time given. Althougl 
Neo's authority has been diminishe 
still holds the Beye to the Mc í 
| quarte al. 
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Fri "s group had to rent a hotel suite to 

hbldits meetings; — 

. And on thé sidelines, Tan's faction, 
which had at first considered calling for 
a third emergency general meeting as 
one of its contingency plans, is now re- 
thinking its options, wondering whether 
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to back Neo or Mak or either for the | 


presses. For Tan — who is abiding 
y an earlier agreement not to contest 
the leadership himself — Neo is the vil- 
lain of the 
would lose Tan much credibility. 

In any case, Tan's aides do not trust 
Neo and cooperation would syll not 
guarantee access to the much sought- 
after party files. 

But though: Tan's faction correctly 
reads Neo's sacking from the cabinet as 
an indication, of the. national leaders’ 
preference, it finds that supporting Mak 

also presents pitfalls. Mak's claim to the 
nl acting president is still suspect. 
While the MCA constitution requires a 
minimum of 12 central committee mem- 


ers to call an emergency meeting — a 

Br Mak claims he has — it takes 

-thirds of the entire committee to 

pass a vote of no confidence in a leader. 

And Mak was not able to call the entire 
committee together on 16 August. 





n any case, no-confidence motions are 
to no avail if a leader does not volun- 
tdrily vacate his office. For 4s long as 
99 do@ not, of his own accord, relin- 
qaih his party post, nothing short of 
ismissal at the hands of the party dis- 
ciplinary committee can remove him. 
That disciplinary committee, however, 
is controlled by the party president of 
the day, in this case, Neo himself. 
Moreover, Mak and his clique are 
now seeneas traitors toNceo, and even 
those who oppose $e are wary of trust- 
ing defect k's team is further 
tainted y-hopping reputation 
of T; 
paetnaster-mind. He was expelled from 
the MCA in 1973 and joined the rival 
?rakan party, only to regoin the MCA 
1981 before the last general election. 
Through all this, Mahathir has 
scored points for breaking the impasse 
without inviting racial repercussions, 
and for demonstrating that he was still 
in command of the situation — a shaky 
point as long as expulsion was actually 
being considered. He also avoided the 
debatable risk of the MCA not return- 
ing to the ruling coalition once it step- 









the part 





iece and cooperating now | 


iong Hong, credited with being | 





ped out. Although Umno sources dis- | 


missed this possibility, several lower- 
level MCA pfticials argued that there 
was "no reason to return" once you are 
“kicked out.’ 

With events fast unfolding and a 
deadline tg^meet, MCA members are 
being ore to choose a party chief — 
and soon. Already both Neo and Mak 
have called for central committee meet- 
ings in the next few days and very prob- 
neither will get a full assembly to- 


















SOUTH KOREA 


Chun climbs down 


By Shim Jae Hoon in Seoul 


| the face of outraged puotie opinion 
and all-out opposition from his politi- 
cal opponents, South Korea's President 
Chun Doo Hwan has temporarily 
shelved his plan to bring in a Campus 
Stabilisation Law, under which con- 
victed student demonstrators would 
have been sent for up to six months of 
ideological “reorientation” at special 
detention centres. But he has not totally 
abandoned the controversial measure, 
which could re-surface when the national 
assembly convenes on 20 September. 
Compromise has been a rare politi- 
cal commodity here, but Chun's deci- 
sion could indicate a new flexibility on 
the part of the military-backed regime. 
In announcing his decision to shelve the 
proposed legislation on 17 August, two 
days after a lengthy discussion of the 
subject with Lee Min Woo, president of 
the opposition New Korea Democratic 
Party (NKDP), Chun admitted that the 
bill still required national consensus. 
"The campus situation remains serious, 
but not so critical as to require passing 
[the bill] at an extraordinary session of 
the assembly," he declared. He said he 
would delay the bill until there was a 
better understanding of its spirit. 
Chun's surprise move took the heat 
out of plans for a nationwide protest 
movement (REVIEW, 22 Aug.). The 
NKDP quickly cancelled a series of pro- 
vincial rallies against the bill, while a 
group of human-rights activists from 
rotestant churches called off re 
hunger strike in Seoul. It also helped to 
reduce tension on university campuses. 
Observers had been stunned by the 
depth®f resentment the bill provoked 
across the country. On 15 August — the 
40th anniversary of Korea’s liberation 
from Japan — students and other dissi- 
dents synchronised demonstrations in 
three cities including Seoul. Around 
noon in front of the YMCA building in 
the opposition stronghold of Kwangju, 
where five years ago there was a bloody 
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insurrection, a youth named Hong Ki I 
poured petrol over his body and immo- 
lated himself, shouting: "Awake from 
your slumber!” A statement he left be- 
hind said: "Even 40 years after 
[Korea's] liberation, there is no free- 
dom." 

In the nearby city of Chonju, 150 
Presbyterian youths held a noisy dem- 
onstration, smashing the windows of 
local offices of the ruling Democratic 
Justice Party, leading to 14 arrests. Sig- 
nificantly, their protest was echoed by 
the Roman Catholic Church, which has 
hitherto tended to remain outside the 
mainstream of anti-government strug- 

les. Breaking his long silence on the 
Chun regime, Cardinal Stephen 
Souhwan Kim criticised the bill. 

But it was events in Seoul that cap- 
tured most attention: while small 
groups of university students battled 
riot policemen, psychology student Kim 
Myong Won and economics majo? Oh 
Ki Chun jumped over the 1.2-m-high 
wall of the heavily fortified US Embassy 
building and ran towards the gate of the 
main oltice with a bottle of petrol and à 
folded US flag. A clash with a US 
marine guard left one student with a 
bloody forehead wound. 

Ironically, the student protesters had 
no notion of the quiet diplomatic moves 
that US Ambassador Richard Walker 
was engaged in behind the scenes to dis- 
courage Chun from pushing the bill 

In unpublicised meetings with senior 
South Korean officials, Walker lobbied 
vigorously against the bill, arguing that 
its introduction could only make mat- 
ters worse on the campuses. When he 
had apparently failed to persuade the 
regime, he issued an obliquely critical 
statement saying: "Opinions of men are 
not a legitimate subject for rule by civil 
government." This, coupled with 
another statement from Washington 
highly critical of the bill, apparently 
helped to get the message acposs. ü 
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Martyrdom of a moderate 


Longowal pays price for Punjab accord 


By Salamat Ali in New Delhi 


oon after Prime Minister Rajiv 

Gandhi signed the Punjab accord 
with moderate Sikh leader of the Akali 
Dal party, Sant Harchand Singh Lon- 
gowal, on 23 July, India's widely syndi- 
cated columnist Khushwant Singh 
wrote that as soon as the signing was 
over, the premier took off his bullet- 
proof vest and gave it to Longowal say- 
ing: "I do not need it after the accord 
but you need it now.” 

Within a month of the signing, Khu- 
shwant Singh's jest was no longer a 
joke, with Longowal cut down by ter- 
rorists' bullets while addressing a con- 
gregation at Sherpur village near San- 

rur, about 200 km northwest of New 

elhi, on 20 August. The gunmen had 
once more — at least temporarily — de- 
stroyed the feeling of normalcy induced 
by the Punjab accord and the announce- 
ment of state elections to be held on 22 
September. 

Hearing of the assassination, Gandhi 
held an emergency meeting of his 
cabinet and put the army on the alert. 
Describing the murder as a tragedy not 


HONGKONG 


only for Punjab but the whole of India, 
he appealed for the preservation of na- 
tional unity and inter-communal 
brotherhood. Almost all political par- 
ties echoed his sentiments. 

Ironically, the assassination came 
within hours of Longowal’s estranged 
lieutenants, Gurcharan Singh Tohra 
and Parkash Singh Badal, reaffirming 
their faith in his leadership. He assigned 
them to open negotiations formally 
with the rival and more militant United 
Akali Dal led by the late Sant Jarnail 
Singh Bhindranwale's father, Joginder 
Singh, to forge a united Sikh alliance for 
the forthcoming elections to the Punjab 
legislature as well as to the still-vacant 
Punjab seats in the Indian Parliament. 

These two lieutenants had been sulk- 
ing since the signing of the accord and, 
though they had avoided joining the 
campaign against the agreement, had 
left none in doubt as to their serious re- 
servations. The risk Longowal had run 
by signing the accord had become clear 
on the day following the signing. Milit- 
ant Sikh youths opposing the agreement 


Some are more equal 


The selection of basic-law representatives causes alarm 


By Emily Lau in Hongkong 
TX drafting of the Hongkong Special 

‘Administrative Region Basic Law, a 
mini-constitution for the territory when 
it reverts to Chinese sovereignty in 
1997, has stirred up considerable con- 
troversy even before the actual drafting 
begins. 

The appointment by Peking of 23 
Hongkong members — mainly promi- 
nent businessmen and establishment 
figures — to the 59-member Basic Law 
Drafting Committee (BLDC) without 
adequate local consultation was greeted 
with alarm and dismay in some quar- 
ters. The other 36 are from China. 

Now the method for selecting the 
Basic Law Consultative Committee 
(BLCC), designed to collect and collate 
Hongkong public opinion, has also 
come under fire. The chief concern is 
that the BLCC should consist of real 
Hongkong representatives and that the 
whole consultation process should not 
be dominated by the BLDC. 

A BLCC draft constitution prepared 
by six BLDC members was provision- 
ally accepted by the full BLDC in Hong- 
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kong on 20 August, and will be finally 
approved at their next meeting on 7 
September. The most controversial part 
of the draft is the selection method. It is 
proposed that this will be done by 
"democratic consultation," recommen- 
dation and invitation. 

One BLDC member, lawyer Liu 
Yiu-chu, objected to the phrase “demo- 
cratic consultation," because she said it 
smacks of the kind of procedure being 








Gandhi: army alert. 


as a sell-out of Sikhe aspirations had 
raised the slogan, “Sikh qaom dey tin 
ghaddar — Balwant, Barnala, Lon- 
gowal" (“Three traitors to the Sikh pe 
ple — Balwant, Barnala, Longowal’’). 
Balwant Singh and Surjeet Singh Bar- 
nala were the two lieutenants Longowal 
had taken to New Delhi to sign e 
agreement with him. 

Indian President Zail Singh was not 
just mouthing a cliche when he stated 
that Longowal's slaying had left a void 
that would be difficult tæfill. Tradition- 
ally, the Akali Dal has been more of a 
herd than a solid political organisation 
and its leadershipehas been, assumed 
only by those who have proved thém- 


used in China, has special historical, 
ideological and political background 
and is not suitable for Hongkong. In 
short, it has come to mean a powerful 
communist party "consulting" smaller 
groups, but als having the final say. 
Another BLD imber who wish- 
ed not to be named told the "NE VIEW the 
selection methods were too v 
could be open to different inte 
tions. He said it appeared the majori 
of the BLD¢ would like to be able to 
veto nominaWons by political or prof 
sional groups. They were not in favt.. 
of including election as one option be- 
cause the BLDC would be bound to ac- 
cept whatever representatives the elec- 
tions throw up. ; 
This member said he would push for 
unqualified acceptance of nominated or 
elected representatives from designated 
groups and would ask for the selection 
method to be stated clearly in *he con- 
stitution. " 
It is understood the meeting failed to 
agree on one point regardi e major- 
ity needed to amend th® BLCC con- 
stitution. According to the draft, 75% 
of all BLCC members ay needed, 
h 








but some members felt tht 75% of 
those present would be sufficient. dhe 
meeting decided to pubjish the draft 
constitution but refused to designate 
any further consultation period. 
One source said this was bec 
they did not wish to be seen to be 
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Longowal: prs p me E bullets. 


selves more militant than others in pur- 
suit of the Sikh cause. 










Mongowal, a rustic village preacher, 
first rose to prominence during the 
infamous era of the Emergency when, 
during an agitation, he and most of the 
her party leaders were jailed. Finally, 
ected to the Akali Dal presidency on 
19 August 1980, he ousted Jagdev Singh 
Talwandi and between then and the 
signing of the agreement five years later 
he always upstaged Talwandi in mili- 
tancy. 
Talwandi is now in the United Akali 
Dal as arg several gefectors from Lon- 
gowal’s party, who had left following 


in to public pressure. But as a face-sav- 
ing gesture, one of the BLDC vice- 
chairmen, shipping magnate Sir Yue- 
kong Pao, said the Hongkong people 
were free to comment on it, and a final 
decision ould not be faken until the 
next meeting 

The BOC members’ obvious reluc- 
tance,-tÓ concede wide consultation 
seged to demonstrate that they have 
*arned nothing from the recent con- 
troversy over the Hongkong Govern- 

:nts proposed LegisMtive Council 

'wers and Privileges Bill which ran 
into such stiff opposition that it had to 
be drastically amended. It is doubly sur- 
prising that executive and legislative 
coüncillor Maria Tam, who headed an 
ad hoc group to scrutinise the powers 
bill. and later agreed to the amend- 
ments, did not seem to have communi- 
cated the traumatic experience to her 
BLDC eolleagues. 

. Another controversial proposal 
the draft constitution was that the future 
executive s6mmittee of the BLCG — 
which will ha€e 15-19 members — will 
be selected by "democratic consulta- 
tion" betwgen the BLDC and BLCC 
members. (Critics say this amounts to 
th, BLDCNnterfering with the internal 
operations of the BLCC and seriously 
undermines its “unofficial” autono- 
mous status. 

On the eve of the BLDC meeting, 15 
ial groups and trade unions called 
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the Indian Army assault on the Golden 
Temple in June 1984, during which Lon- 
gowal was seized and held until March 
this year. 

Before 
negotiate with the United Akal Dal, 


being commissioned to 
Badal and Tohra had met Joginder 
Singh to explore the possibility of put- 
ting up joint candidates in the forthcom- 
ing elections. But the elections must 
now take a secondary place in the Sikh 
order of priorities, for they have to find 
a new leader. Balwant Singh or Barnala 
are unlikely to be the choice and it is 
doubtful if either of them would like to 
step into Longowal's shoes and be in the 
firing line. Badal and Tohra were ig- 


on it to allow three weeks for public com- 
ment before producing the final draft 
and to explain to the public why certain 
suggestions had been rejected. They said 
the drafting of the basic law was seen as 
a dry run for the concept of "Hongkong 
run by Hongkong people," so the pro- 
cess must include full consultation. 

They warned that the lack of public 
consultation would seriously weaken 
the Hongkong people's confidence in 
the “one country, two systems" concept 
and might cast doubt on Peking's prom- 
ise to permit self-administration in 
Hongkong. 

The political groups have also 
suggested that election should be in- 
cluded in the constitution as one of the 
ways for selecting BLCC members. 
They have called a conference of all the 
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Tam: reluctance. 











nored by the district chiefs of Akali Dal 
and its other office bearers when at the 
lasts extended meeting of the party 
Icadérshipiléyexpressed their reserva- 
tions Off the accord with New Delhi 
However, should Badal or Tohrade | 
electéd party leader, it would be some 


| time before either of them began 
preaching  Longowals  post-accord 
moderation. The other alternative, 


which would be even worse from New 
Delhi's: point of view, could be the 
merger ofthe two Akali Dals that would 
signify a return to extremism on a much 
larger scale 

Announcing the September elec- 
tions; Gandhi had taken a big gamble, 
for ignoring the advice of Longowal he 
decided to take a plunge before the pub- 
lic mood in Panjab was reconciled to the 
idea of the accord. Now there must be a 
strong possibility that he will call them 


| off and seek an amendment of the con- 
| stitution for a further extension of New 


Delhi's direct rule beyond 6 October 
But should he decide to go ahead 
with thé elections, with the Sikhs — who 
constitute more than 60% of the state's 
population — in total disarray, his Con- 
gress party would almost certainly win, 
de spite whatever bloodshed there might 
be in the process. That would only 
Strengthen the extremists argument 
that it is not possible for the Sikhs to at- 
tain anything through the electoral pro- 
Cess. 





political groups to elect representatives 
to the BLCC and have adamantly re- 
jected appointment by the BLDC. 

These groups fully appreciate that it 
is not possible to elect all BLCC mem- 
bers. Even so, their request that elec- 
tion be included in the constitution as | 
one of several options was rejected. The 
refusal to make even a small concession 
at this early stage of the drafting precess 
does not bode well for the next five 
years, when more contentious subjects 
are bound to come up. 

Some political groups were particu- 
larly critical of the performance of 
BLDC member Szeto Wah, a leading 
trade unionist and outspoken grassroots 
spokesman. When he was first ap- 
pointed to the BLDC, Szeto insisted 
that the BLCC should consist of repre- 
sentatives elected by different groups. 
But since that idea was not well received 
within the BLDC, Szeto seemed to 
have abandoned the fight. He even told 
the political groups not to try too hard to 
get into the BLCC because it would 
probably not be a very effective body. 

Szeto denied that he had changed his 
convictions, but said there was not too 
much point in pushing when the major- 
ity of the BLDC was against him. The 
Szeto experience may have convinced 
the grassroot organisations not to rely 
on their token representative in the 
BLDC but to keep up the pressure from 
the outside. ü 
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By Manik de Silva in Colombo 
ndian Foreign Secretary Romesh 
h Bhandari returned to New Delhi 





from Bhutan's capital, Thimphu, on 20 
August after succeeding in keeping 
alive peace talks between the Sri Lanka 
Government and Tamil separatists 
which had been in danger of total col- 
lapse. | 
As Bhandari was leaving Bhutan, 
Colombo had said the talks were “tem- 
porarily suspended in order to evolve 
new ideas and formulations," and 
hardline Tamil guerillas had claimed 
. that the peace search had been aban- 
doned. However, signs were that the 
talks would resume, possibly on 22 
August, Colombo-based diplomats 
said. 
A statement from Sri Lanka Presi- 





dited Bhandari with salvaging the talks 
and said that leaders of the Tamil 
guerilla groups who had kept aloof from 
the peace process would be in Thimphu 
when the talks resumed. Colombo also 
said that both sides would try to observe 
the 18 June ceasefire which made the 
peace talks possible. Violations had led 
- to the loss of many lives, and both Co- 
lombo and the guerillas have angrily ac- 
cused each other of responsibility for 
the killings. 

The clearest signal that the talks 
would continue was the fact that the Sri 
Lanka Government delegation and rep- 
resentatives of the Tamil United Liber- 
ation Front, the major Tamil political 
party, were staying on in Thimphu. So 
wererepresentatives of some of the five 
major Tamil rebel groups participating in 
the talks. However, the Liberation Tigers 
of Tamil Eelam, considered by many 
observers as the most uncompromis- 
ing of the guerilla groups, pulled both its 
representatives out of Thimphu. It is ex- 
pected that India will have to apply con- 
siderable pressure to bring this group, 
the oldest and perhaps the most militar- 
ily effective among the militants, back 
to the negotiating table. 

Before the Tamil groups walked out 





| eof the conference room on 17 August, 
x charging government troops with 
| enocide, it was clear that the two sides 
— | had not found any common meeting 
= | point from which to negotiate. 


^ Colombo had rejected three Tamil 
= ^| negotiating principles demanding rec- 
- 14. ognition for a distinct Tamil nationality, 

^ Y an identified Tamil homeland and the 
T. right of Tamil self-determination — all 
+ | amounting to a separate state for the 

Tamils. 

Hector Jayewardene, President 
Jayewardefte's lawyer brother who led 





dent Junius Jayewardene's office cre- 





Grappling for peace 


Suspended talks on the Tamil question are likely to resume 


the government delegation, said these 
principles. were. unacceptable as they 
constituted a negation of the sovereign- 
ty and territorial integrity of Sri Lanka 
and were inimical to the interests of sev- 
eral of the island's ethnic and religious 
communities. Jayewardene said that. a 
fourth principle expressed, that Indian 
Tamils living in Sri Lanka be granted 
full citizenship if they did not already 
have it, was not a matter for the Thim- 
phu talks. He made clear that Colombo 
did not acknowledge the right or status 
of the groups present in Thimphu to 
speak for the Indian Tamils — people of 
recent Indian origin who had their 
own accredited. representatives. with 
whom Colombo had already reached 
“certain understandings.” 


olombo, which presented a devolu- 

tion formula similar to what had 
emerged from a national political party 
round-table discussion last vear, was 
keen that the Tamils themselves pre- 
sent their own proposals so that nego- 
tiations could proceed trom that basis. 
The Tamils, who regard Colombo's 
offer as inadequate. have remained 
unwilling to move from their three prin- 
ciples to concrete suggestions and have, 
since the recess of the talks. indicated 
that new negotiations could begin only 
if Colombo presents fresh proposals be- 
forehand 
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| Some diplomats said that Bhanda} 
had suggested that Colombo make 
roposals based on those suggested by. 
3 Thondénínn. a mqmber.of Jayewar- 
dene's cabinet and leaderof Sri Lanka's 
Indian Tamil community,.to the politi- 
cal party round-table. Thondaman's 
proposals broadly enVisage regional 
autonomy for the country's northeast 
with safeguards for, minorities there. 
Under this scheme, some sensitive sub- 
jects such as internal law and order and 
land policy would rest ;with regional 
councils. 

At 2 news conferencé6n 18 August, 
the day after the Tamil walkout from 
the Thimphu talks, Information Minis- 
ter Anandatissa de Alwis. accused the 
Tamils of starting rumtoüurs of alleged 
mass killings of civilians by government 
lorces to break off the Thimphu talks. 
"The true position is that since the : 
mencement of the ceasefire, there have 
in fact been repeated Violations by the 
Tamil terrorists amounting to 603 in 
number, including 114 killings, 87 a 
ductions and more than 300 armed - 
beries,“ he charged. He said that Cò? 
lombo had detailed these at Thimphu, 
and attempts to refute them were “total- 
ly unconvincing.” : 

The Tamils seized on a 16 August in- 
cident at Vavuniya, a northern district. 
in Which both Sinhalese and Tamils live, 
as the major provoc&tion for their walk- 
out of the Thimphu talks. The govern- 
ment said the incident was triggered 
when a land mine placed by the guerillas 
exploded -as a military patrol 'ap- 
proached their camp. Although no sol- 
diers were killed or injured in this blast, 
a shoot-out followed during which at 
least 21 civilians -- including women 
and children — med. Independent ob- 
servers agreed that Wag 
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soldiers and provoke what some sources 
said was the sired reaction. 
Colombo “flatly denied anoth 
Tamil charge that government troops 
had massacred 250 people in eastern 
Trincomalee district, which the Tamils 
added to the Vavuniya incident as jus- 


| tification for their walkout in Thimphu. 


Independent observers said 13 people 
had been killed in this incident when a 
mine exploded under a military vehicle 
and the troops retaliated. 

The government has said * large 
number of Sinhalese in the Vavuniya 
and Trincomalee districts, have been 
killéd recently by the e "who have 
been trying to clear SinHalese settlers 


elrom the districts which the guerillas 


About 40 Sinhalese fishermen, fleeing 
to safety, were allegedly abducted end 
set on ftre, de Alwis said? The govern- 
ment asked the media to play down 
the incident, fearing an anti- Tamil bac 
lash in the predominantly Sinh 
south. 


claim as part of the shermn, fiecin 
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Ihdochinese foreign ministers soften 


By Paul Quinn-Judge in Bangkok 
Mons timetable for solving the 

Cambodia problem took on more 
shape at the 15-16 August Indochina 
foreign ministers' meeting in Phnom 
Penh. The meeting's final communique 
made friendly sounding noises towards 
the US, China and at least some mem- 
bers of Asean, but most strikingly it an- 
nounced that Vietnamese forces will 
"conclude their withdrawal" from Cam- 
bodia by 1990. 

This is the second date that the Viet- 
namese and their Cambodian allies, the 
People's Republic of Kampuchea 
(PRK), have mentioned this year in 
connection with Cambodia. During his 
visit to Vietnam in March, Australian 
Foreign Minister Bill Hayden was told 
that by 1987 Hanoi and the PRK would 
consider the Cambodian situation nor- 
malised. In other words, the Vietnam- 
ese intended to break the military 
strength of the anti- Vietnamese tripar- 
tite Democratic Kampuchea coalition 
government by then. 

The announcement of the 1990 pull- 
out indicates greater confidence on the 
part of both Hanoi and Phnom Penh. It 
does not mean that either government is 
prepared to compromise on the core 
issue: the continued dominance by 
Heng Samrin’s Khmer People’s Revolu- 
tionary Party of any Phnom Penh gov- 
'rnment. Hanoi's ultimate objective in 
Cambodia has always been political 
control of the country. A large military 
presence is a means to this end, not an 
end in itself. 

However, Hanoi is unlikely to pull 
out all its troops in 1990, even if it has 
defeated the coalition. Laos, with a 
military structure that is better de- 
veloped and more experienced than the 
PRK', still has a Vietnamese military 
presence, usually estimated at 40- 
50,000 men. 

The latest declaration reinforces the 
probability that the next few dry seasons 
in Cambodia will witness large-scale 
military operations, as the Vietnamese 
and PRK go all out to destroy coalition 
forces. Likewise, the coalition will have 
to provide its Chinese, Asean and US 
backers with tangible proof of its mili- 
tary viability. 

The foreign ministers’ communique 
also declared that the three Indochinese 
countries consider Malaysia’s proposal 
for proximity talks — negotiations be- 
tween Phnom Penh and at least the two 
non-communist coalition factions car- 
ried out through an intermediary — “an 
initiative that deserves examination.” 
Phnom Penh, the communique said, 
was willing to open talks “with various 
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Hanoi's friendly ndfses 


sition on Cambodia 


KL'ner opposition groups or individ- 
uals." 

At a press conference immediately 
after the Phnom Penh meeting, PRK 
Premier and Foreign Minister Hun Sen 
reiterated his government's willingness 
to talk to the two senior non-communist 
leaders of the coalition — Son Sann and 
Prince Norodom Sihanouk — providing 
they abandon the communist. Khmer 
Rouge, which is held responsible for the 
deaths of millions of Cambodians be- 
tween 1975 and 1979 when it ruled the 
country. 

When the Malaysian version of pro- 
ximity talks was broached earlier this 
year, it was not greeted with great en- 
thusiasm by some of the key figures in 
the Cambodia situa- 
tion. A Chinese offi- * 
cial suggested bluntly 
that Malnysià was 
simply trying to 
"wriggle out" of the 
Cambodia problem. 
A modification of the 
idea proposed by 
Asean foreign minis- 
ters in July — sub- 
stituting Vietnam for 
the PRK — was de- 
nounced by Vietnam 
as a "trick." 

Phnom Penh's will- 
ingness to talk to 
Sihanouk or Son Sann 
does not denote any T: 
new-found concilia- | £ f 
tion on the part of 
either Vietnam or the 
PRK. Hanoi has long been keen to en- 
tice Sihanouk out of the coalition. The 
Vietnamese leadership is well aware of 
Sihanouk's continued influence among 
ordinary Cambodians. Vietnamese 
security cadres in Cambodia have in the 
past talked openly about the problems 
this causes them. 


he PRK has been less excited at hav- 

ing the prince join it, but now seems 
to have accepted the idea. Phnom Penh 
wuld probably be quite nappy to give 
either Sihanouk or Son Sann high- 
sounding government positions if this 
speeded up the disintegration of the co- 
alition. But like the position 8f state 
counsellor granted to a figure rather 
similar to Sihanouk, Laos’ Prince 
Souvanna Phouma, the position would 
probably be purely symbolic. 

Vietnamese Foreign Minister 
Nguyen Co Thach was expected to raise 
these issues with his Indonesian çoun- 
terpart, Mochtar Kusumaatmadja, 








locutor with the Indochinese nations on 
the Cambodia problem. . 

Thach will probably also discuss. 
Hanoi's recently announced readiness. 
to clear up the issue of US servicemen 
still listed by Washington as missing in 
action (MIA) in Indochina. Mochtar 
has been trying to defuse the Cambodia 
issue by encouraging Vietnam and the 
US to normalise relations. Hanoi ts ap- 
parently keen on the idea, Washington 
is cool. 

A US delegation led by Assistant 
Secretary of Defence Richard Armitage 
and including Assistant Secretary of 
State Paul Wolfowitz is scheduled to be 
in Hanoi on 28-29 August, but the US 
Government has said, that the delega- 
tion will be focusing exclusively on the 
MIA and PoW issues. 

Peking is also likely to be united 
by a call for normalisation talks between 
China and Vietnam. While the Phnom 
Penh meeting was going on, the official 
Chinese newsagency Xinhua publis 


Sihanouk; Thach: symbolic position. 





a commentary attacking Vietnamese 


policy over (ambodia. 
On 19 August, Vietnamese Amt 
sador to Thailand Tran Quang Co 
warned Bangkok about the “danger” of 
allowing Cambodian resistance sanctu- 
aries to exist on its soil. Co made. the 
statement at a press conference only a 
day after Vietnamese gunners lobbed 
four 105 mm artillery shells and four 
120 mm mortar rounds onto Klong Yai, 
a bustling Thai fishing port on,the pen- 
cil-thin Trat salient. Three civilians 
were killed and seven others were 
wounded in one of the attacks. 
Speaking on natiomwide TV the 
same day, Thai army deputy chief of 
staff Lieut-Gen. Chaovalit Yongchaiyut 
said Thailand was prepared for all even- 
tualities along the border, including an 
offensive capability to strike at the Viet- 
namese inside Cambodid. He appeared 
to be responding to recent expressions 
of concert? over Thailand's mili 


strategy on the frontier. 
STER N, 
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Australia’s offshore experti 





A competitive spirit.” 
In late September 1983 the eyes 
of the world focused on Newport, 


-Rhode Island; where the unthinkable 


was about to happen: 


-After 123 years, America was 
. to relinquish the blue riband of 12 
metre yacht racing. 





In a sport that owes as much to 
high finance and technology as to 
dedication and skill, Australia won 
< the America’s Cup. 

— Ifghis was te become world 
.. news, then another Australian 
 achieyement was to create just as 
many waves in the financial world. 
The Commonwealth Bank of 
Australia had just been awarded a 
. coveted Aaa + AAA long term 
.. credit rating, the highest available. 
An international perspective. 
lo put this into perspective, of 
@re top 500 banks in ihe world, a 
~ mere handful have ever achieved a 
triple-A credit rating. 






* 


Of course, ongoing affirmation 
. of a bank's financial strength is 
dependent on its ability to maintain 
perfogmance. 


In this regard, the last four of the 


.-. Commonwealth Bank's bond issues 
have been rated triple-A by both 
Standard & Poors, and Moody's 

E Investor Services Inc. 
Leaders in technology. 


This year sees new consortia 


Sydney: Tel. 61 (2) 238 3155. Telex 20345. New York: Tel. 1 (212) 599 1000. Telex 2385 
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from many nations searching for the 
financial and technological resources 
which could give them the edge in 
the forthcoming defence of the 
America's Cup. 

And this year Australia has 
already seenone breakthrough from 
the Commonwealth Bank. 


Simply, our local customers can 
do their banking from home. 

Everything from paying bills to 
making travel enquiries. 

They can monitor the money 
markets, view statements, transfer 
funds and balance accounts, using 
their own telephone, TV set, and a 
small keyboard. 


Very few banks operating in 
the international market have the 
technology necessary to facilitate 
this service. 


(Remember, too, that in doing 
this the Commonwealth has had to 
overcome Australia's vast distances 
and communication problems.) 


Onshore experience. 


In fact, you could argue that it's 
the very size and complexity of 
Australia’s own banking needs that 
makes the Commonwealth such 
a viable option for overseas clients. 

"Our local experience ranges 
from the urban market: from finance 
and investment, through our 
manufacturing and service industry 
clients, out to the vast rural sector 


and highly specialised needs of the S 
mining community. : 

It’s the sort of local knowledge ~ 
denied many other nations,and — - 
this means we can staff our overseas 
offices with experts who have an 
everyday working experience of the 
problems and opportunities faced- 
by many of our clients. 

Offshore strength. 

This combination of diverse 
expertise, proven technology and. 
financial power, backed by the more - 
traditional virtues of security and 
discretion have become increasingly 
attractive to potential overseas 
customers. 





To this end, we have recently 
opened a representative office in 
Frankfurt to further expand our 
‘offshore’ presence. 


It joins our other overseas 
Commonwealth Bank offices in 
both offering and arranging intro- 
ductions to a complete range of 
major financial services. 


Proving that Australia's offshore 
strength isn't confined to eleven 
yachtsmen. 


For further information, please 
contact your local Commonwealth 
Bank representative office. 








20. Los Angeles: Tel. 1 (213) 689 4702. Telex 4720573. London: Tel. 44 (D 6000822. Telex RESBOA. 
Frankfurt: Tel. 49 (69) 29 0166. Telex 6997984. Tokyo: Tel. 81(3) 2137311. Telex 28167. Hong Kong: Tel. 852(5) 286441. Telex 60466. Singapore: Tel. 65 224 3877. Telex 90990 





James N. Hart, 
Export Manager, 
Wallace and Tiernan Pty Ltd. Sydni 
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TFs a winner. A real gem. | 
Garuda have really done their 
homework on their new 

Executive Class.” 






aruda has provided the 
traveller with a business 
class that really does cater 
to his needs. 


* In every way, Garuda's 
e 


w Executive Class puts the 
businessman first. 
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GARUDA 
EXECUTI\ 


letter paper, and colourful postcards = ( | A SS = | 
to keep you in touch with loved ones rr 
left behind. 


Of course, cocktails and 
drinks are complimentary 
throughout the flight, as 
are the specially chosen 

wines. 





Upon boarding, passengers 
are escorted to their seats in the nose 
of the aircraft. This section, 
previously reserved for first class 
passenfférs, combines a spacious 
environment with a 
secluded, intimate 
atmosphere. 









There is a 
choice of 2 menus, 
Asian or European, 
| each dish prepared to 
seduce the most discerning 


The unique location 


allows greater freedom of pone: 
movement and provides wider, No airline has 
deep-cushion easy- understood and 
seats. The perfect New Garuda up-front fulfilled executives’ 
combination for a Executive Seating needs better than 
comfortable flight. Garuda. 

But it is Garudg's new 


* 


Executive Class is the 
beginning of a new era 
of business travel. 


all uda Where executives come first. 


indonesian airways 


Garuda's exclusive 
services thàt truly set 
their Executive Class 
apart. 


LEN M. 
Tc) e 
TENE. 


To facilitate 
the ‘working’ 
passenger, Garuda 
provides a stationery 
portfolio with desk pad, * 
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Above: The NASA-specification Nikon F3 (astronauts right shoulder) 


NIKON'S THE ONE 


The most famous name in cameras. Out in space, or out in the 
garden. Nikon's the one. 

And for fully automatic snapshots, the Nikon L35AF is the one. . 
Everything is automatic. So all you tio is point and shoot. Pop-up 
flash, film advance, and more — all are fully automatic. 

Next trip take along your Nikon. So no matter 
how far you're going, you'll have 


some down-to-earth pictures to -7 ? 25 AA 
show your friends. Nikon 


No one takes care of all your photographic needs like Nikon. h TA ; 
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door thatekeeps Kim Il Sung's 
nit Kingdom of North Korea. large- 
| led off from the non-socialist 
world swung slightly ajar recently. Some 
|. interesting reports resulted, though lit- 
_ de new or surprising was revealed to the 

"foreign pressmen af Tne. series of articles 
by John F. Burngas re obe in the /n- 
— ternational Herald Trib: une did not gain 
— bythe following illustration: 


— 
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city that lay io rains in 1953 when the Korean War endedi 
REESE RENE | 





Ge photogr aph shows a Hongkong 
street, near the Happy Valley 
racecourse, 
€ HONGKONG was also the victim of 

. a case of mistaken identity by a British 

os firm, the Britannia rapan Dollar Per- 

formance Fund, which illustrated its 

first anneal report ind accounts with a 

Hongkong street scene: 





T Perhaps i it was the ad for A paca 
on the tram which threw them, but like 
Peter Laverick, who spotted the mis- 
take, I hope the fund's managers know 

| exactly Where they're performing. 

€. THE Island Line extension to Hong- 

< kongs underground railway, running 
 ;east-west along the northern corridor 
of Hongkong Island. was inaugu- 
rated, and the occasion was marked by a 

. press release put out by one of the con- 
iiractors. The French firm Compagnie 

Mignaux et d'Entreprises Electriques 

ady announced that it had installed 
the central control system for the line 
which "extends over 12.5,km with 14 
stations and is situated on Kowloon Is- 
land. which is the international business 
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centre.” I trust that a bunch of French 
engineers are not still burrowing dis- | 
tractedly into China. 

€ EVERYONE knows that Australia 
boasts some remarkable flora and 
fauna, but recently the newspapers have 
been enlivened by reports of 
phenomena outlandish even by Oz 
standards. We had flocks'of cockatoos 
destroying housing, a plague of 
fieidmice, kangaroos attacking picknic- 

kers and now comes an outbreak of huge 
toads which eat anything in their path, 

including lighted cigarettes. 

Some of the human ‘mammals be- 
have curiously. There was the one-leg- 
ged criminal who got out of an escape- 
proof jail and spent weeks on the run — 
or, rather, on the hop. Now John Whe- 
lan reckons that a bunch of sub-editors 
on the Sydney Morning Herald are de- 
termined to commandeer these col- 
umns. He sends two consecutive "News 
in Brief” efforts that appeared on 22 
May: > 





Dead man was 


wired to socket 


A post mortem. will be held 
after the bizarre death of a man 
| in Broken Hill yesterday. He was 
EE found with his wrists cut, electric 


wiring wrapped round his fin- 
gers and plugged into a power 
point, and with 50. empty tablet 
containers tid pe du wi Pot 





Brian Mauro, 19, had hanged 
himself in his cell at Long Bay 
“not with the intention of taking 
his own life, but accidentally" 
when the stool slipped from 
underneath him, Sergeant Roy 
Sims, told the Glebe Coroner's 
Court yesterday. The coroner, 
Mr Ron Gentle, found that the 
youth had died from hanging. 
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€ BRITAIN has just passed into law a 
dangerous piece of legislation which 

makes it an offence for men to solicit 
women's favours from a car or after just 
getting out from a car (lots of room fbr 
spiteful accusations there). But in Aus- 
tralia, the boot is on the other foot — or 
so it would appear from a ticket sup- 
plied by Dr S. W. Dyer of Downer (fine 
name for an Oz suburb that), Can- 
berra: 
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identified can por more ha nore es 
tablishment.” 
e TWO travellers on the Wesi Coas ve 
the US, Ted James > 


variety ‘of toilet paper iuc 3 o ue 
pect was named by an simian | 


FACIAL QUALITY TISSUE 
500 2-PLY SHEETS « 70.2 SQ. FT. 
(45x 451N.) * & SP (114 x tia MAS 
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Without going into the que 
why a toilet paper nceds to be of 
quality," the makers would proh 
find a ready market in Oz, for obvi 
reasons. Still, its probably be 
named than this brand, purchas 
China by Marguerita Choy: 
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Not that tenacity is a property I look 
for in toilet paper. : 
€ A PACKET of peanuts purchased an.” 
a Tokyo street was labelled: : 
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"hats even maer in the 
there it means that the contents s 
chosen by homosexuals and lun: 
And the illustration, of one qud A E 
uring and the other up a. tree, s Sec 


fit this interpretation. 
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Cruiser visit hardens 


-By Richard Nations o 
Phe 13 August visit to North Korea 
-by Soviet First Deputy Premier 
 Geydar Aliyev — dramatised by an un- 
_ precedented Soviet naval call at a North 
Korean port — demonstrates Moscow's 
determination to sharpen the edge of its 
_ Asian policy by revitalising its long-neg- 
lected, 24-year-old alliance with North 
Korea. 
Aliyev went to Pyongyang ostensibly 
o celebrate the 40th anniversary of 
- Korea's liberation from Japanese colo- 
nial rule and Tokyo's defeat in World 
War II. At the same time, Aliyev — the 
lighest-ranking official to visit Pyong- 
g in five years — seized the occasion 
ounce the "notorious Pacific doc- 
ne" of the administration of US Presi- 
t Ronald Reagan and demonstrate 
new hardline response to it. 
- In a wide-ranging two-hour speech at 
Eight February House of Culture in 
gyang, the Soviet deputy premier 
tacked “Japan’s re-militarisation” as 
key element in US plans “to cobble 
gether a Washington-Tokyo-Seoul 
arist alliance.” And without di- 
ly mentioning China, Aliyev issued 
rning directed at Peking not to get 
angled in Washington's strategic 
*are being drawn into the US mili- 
political strategy [to consolidate] 
anti-Soviet, anti-socialist ‘Eastern 


on — comprising 23 separate govern- 
. delegations, high-ranking mili- 
ficials, and totalling hundreds of 
tors — was a signal that upgrading 
lations with North Korea is one op- 
in Moscow's strategic competition 
ith Washington in the western Pacific. 
e Soviets used a similar World War II 
elebration — the 9 May 40th anniver- 
sary defeat of Nazi Germany — to begin 
leliveries of MiG23s, long coveted by 
North Korean President Kim Il Sung 
ut denied by Moscow. | 
> Moreover, Aliyev was accompanied 
M. First Deputy Minister of Defence 
Marshal Vasiliy Petrov, the most senior 
Soviet Military. official to visit Pyong- 
ang since the early 1970s, when Mos- 
w —- wary that the mercurial Kim 
night drag it into an unwanted con- 
intation with the US on the Korean 
peninsula — apparently took the deci- 
sion to deny North Korean modern 
‘Soviet arms. | 
Petrov's talks with North Korean 


chief O Jin U on 14 August were 


Gorbachov's assertive Asia stance 


hemes. “Ever new countries," Aliyev || 


Defence Minister and armed forces. 


_ another clear signal that further steps to. 
upgrade Soviet-North Korean military. 









cooperation are on the agenda. Accord- 
ing to US Defence Department sources, 
Pyongyang has already received 18 of a 
total commitment of "around 40" 
MiG23s. The same sources also say 
there are indications that Moscow also 
intends to supply surface-to-air missiles 
(SAMs), addressing another long- 


standing deficiency in North Korean de- 
fences. 

Many observers put the new moves 
towards North Korea down to new 
Gorbachov, 


Soviet leader Mikhail 
whom analysts be- 
lieve was in effective : 
control of the Soviet | 4 

government for sev- | à 


Soviet destroyer; Aliyev: dramatic edge. 


eral months before he assumed formal 
power in March. “Gorbachov seems to 
be much more assertive than previous 
Soviet leaders and eager to make up for 
lost time by addressing [the US] chal- 
lenge in the East,” commented Masashi 
Nishihara, a Japanese security analyst 
at the Tokyo-based Research Institute 


for Peace and Security. 
Sen US analysts agree. “Not only 
has Gorbachov reversed [the late 
Soviet leader Leonid] Brezhnev's em- 
bargo on upgrading Kim's armed forces," 
commented analyst Jonathan Pollack of 
the US-based Rand Corporation think- 
tank, "but both sides have gone out of 
their way to publicise the fact," — 
To underscore the point, three 
Soviet warships arrived on 13 August in 
Wonsan — the first Soviet naval visit to 
a North Korean port, US Navy sources 
said. The Soviet newsagency Tass and 
Radio Pyongyang. simultaneously an- 


















































































|| North Korean military accord seems 








card,” the visit was a success. “If the 
Soviet fleet gains gecess to North 
Korea's west coast Ydllow Sea ports it 
would be a turning point in the order of 
gaining access to Vietnam's Cam Ranh 
Bay," asenior US Defence Department 
official said. It would give the Soviets a 
warm-water port and reduce the Pacific 
Fleet's vulnerability to the US Seventh 
Fleet's increasing ability to bottle it up 
in the Sea of Japan. 

Nonetheless, observers caution that 
Moscow's military moves in North 
Korea do not yet indicate that. Gor- 
bachov has departed from Brezhnev's 
long-standing. policy of playing a 

é stabilising role on the peninsula. "Sofar- - 
the publicity given to the new Sovie 


— 
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be more a well-measurel 
political warning than an 
operational demonstration: 
of new military capabili- 
ties,” commented Nishi- 
hara. E 
The SAMs, yet to be de- 
livered, are purely defen- 
sive. Thére is no Sgn that. 
Moscow has -acceded .: to 
| Kim's demand to upgrade 
his tank fleet, whichewould ee 
enhance invasion capd 
lities. And the two squad- 
rons of MiG23s will not re- 
verse the balance in the air. 
which has moved jn Seouls 
"favour following the de- 
ployment of US F16s to the 

- South together with the sale 
“of FISs to the South Kortan 

air force. “Even the South. 
Koreans admit that.they 
| : li up very credibly. - 
against the North in the air," con 
mented a US defence analyst., o ceos. 

Alarm that Moscow had decided to 
upgrade North Korea’s offensive capa- 
bilities was triggered in Seoul. and 
Washington last year by the intelligence 
detection in North Korea for the first 
time of at least two SS-1 Scud-B 
battlefield missiles, whose 270-km 
range far exceeds the 65-km reach of the 
Frog missiles currently in North Korea's 
inventory. But US officials now believe 
the Scuds came from Egypt, and not 
Moscow, reinforcing the view that Mos- 
COW feels its interests are hot served by 

eupsetting the Korean status quo. 

On closer inspection the Tallinn visit 
also appears more an aggressive act of 
naval diplomacy than a degisivg poe 
by Moscow to shift the naval balance i 
Northeast Asia. US defence official 
caution that there is no evidence yet t 
North Korean has agreed to allow.t 

Soviet navy regular access to its por 


































































st Sovie basés in North Korea áp- 
; incfeasingly less credible. There 
are also increasing signs that Pyongyang 
has permitted Soviet warplanes over- 
flight and landing rights as at least part 
of the quid pro ape for the MiG23 de- 
liveries. 

: “Moreover, Aliyev made conciliatory 
= gestures to China and Japan to soften 

-the blow of the first naval visit to North 
‘Korea. By sending the Tallinn tg Won- 
-san on the Sea of Japan — and not into 
. Yellow Sea waters less than 200 miles 
* from the homeport of the Chinese 

Northern Fleet in Qingdao — Moscow 
no doubt hopes fo avoid unnecessarily 
provoking China. 

—  Alivev also emphasised the impor- 
to tance that Gorbachov personally at- 
-taches to improving Sino-Soviet rela- 
tions. "We intend to work actively to- 
ird. completely overcoming the nega- 
in Soviet-Chinese relations," 

v said quoting the Soviet leader. 
And in a flattering phrase which struck 
some Japanese diplomats as indirectly 




















national role, the. Soviet first deputy 
premier declared that "improving 
Soviet-Japanese relations” is important 
.. not only to peace in Asia "but élsewhere 
inthe wdfld as well." 









“lgarly tinhappy about Kim's Moscow 
- tilt," commented one Asian diplomat. 
_. Observers. believe that China's efforts 
. to promote Sino-Soviet reconciliation 

has left them in a bind, with little choice 
but to put«he best face on what Peking 
can only view warily as a decline in its 
long-accumulated influence in Pyong- 


"^onsistent with its gradual down- 
WM grading of their estimate Soviet 
eat to China, Peking Jas begun to 
phasise the danger only of the Red 
Army’s gsound forces deployed along 
their common border. “I do not view 
-the Soviet naval presence as a very seri- 
ous threat to China," a source familiar 
with Peking's thinking commented. 

. : "The naval and air dimensions of 

[the Soviet Pacific fleet] are rather 

manifestations of Moscow's global 

strategig posture and directed against 

¿the US and Japan." This promotes what 

some observers see as Peking's desire 
“fo reach an accommodation with Mps- 
_.cow in Indochina by separating the is- 
| sue of the Soviet presence in Cam Ranh 
Bay from Hanoi's occupation of Cam- 

odia. 

„But it makes it more difficult for Pe- 
if@aublichito challenge any improve- 
ent in. Moscow's military position on 
he Korean peninsula as a threat to 
an- security, the line which could 
> been expected ony. a few years 

































acknowledging Japan's growing inter- | 


— < “China [which declined to attend the | 
45 August celebrations in Pyongyang] is | 


passively to see what it all means,” a Ja- 
panese diplomat commented. But 
Tokyo wants to avoid any precipitous 
moves which could spoil the prospects 
of a visit by the new Soviet Foreign 
Minister Eduard Shevardnadze, or 


which would provide Pyongyang with a 
pretext to disrupt talks with Seoul. 

And proposals for ship visits by the 
Japanese Maritime Self-Defence Force 
to both South Korea and China — now 
consideration in Tokyo to en- 
acceptance 


under 
hance international of 







Kang; war memorial: ingratitude. 


Japan's higher defence profile — may 
now be approached with greater cir- 
cumspection. 

The implications of the Aliyev visit 
for the process of North-South Korean 
dialogue is also uncertain. Brezhnev's 
demise, the MiG23s and indications that 
the new Soviet leadership is preparing 
to endorse the succession of the North 
Korean president's son, Kim Jong I] 
(the Soviet delegation reportediy 
brought the junior Kim another "gift"), 
all help to remove the obstacles limiting 
i Moscow's influence in Pyongyang. 

But* an underlying conflict of in- 

, terests is likely to continue to strain rela- 
tions between the Soviets and their east- 
ern ally. Moscow is still likely to view 
Kim Il Sung as a dangerous man, more 
to be restrained than encouraged. The 
| Soviets have recently moved closer to- 
| wards identifying themselves with 
| Kim's paramount political objective of 
| ITE the: ponet under bd 


| 
1 
| 
| 








in [North Korea are so far-reaching - 
that the initial reaction will be to wait- 











games, since this would set a precedent 


| Army in liberating: North Kürea 


f | liberator. and helper," but the 


North, South 
Moscow views 


bs D 1945 when the héroic 5 
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manoeuvre to exclud 
rean peninsula —~ is : 
that Pyongvang can expect 

diplomatic support even 
bachov. ^ m 
Moreover, Moscow áppesi 

reconciled itself to the Seoul O ; 
Games in 1988, if only to prevent a clas 
with its East European allies which a 
second successive boycott would mevit- 
ably provoke. Nor can Pyongyang e 
pect wholehearted support from Mos 
cow for its proposal to co-host the: 


for cooperation among divided coun 
tries, provoking Moscow's nightmare o 
German revanchism. 


Tu 15 August celebrations have: 
revealed the deeply rooted 
logical conflict dividing Soviet an 
rean E Moscow has ke 
sented what - "news v 
gratitude for failing 
“the decisive historical role”. 






by implicati 3 placing Kim in 


statement ‘of Moscow’ s claim to Ni 
Korea’s unqualified loyalty: "C 





army... routed militarist Ja 
force... did the long 
from the foreign colo 
x d 


ub the iter Kan np 


phasised the role of the "Korean 
munists and People's Reve 
Army" in defending the Soviet 
by waging war “shoulder to she 
with the Chinese people to defe at thi 
Japanese imperialist aggressors.” 
At the heart of the historical dispute. 
is the contemporary issue of political” 
legitimacy. Kim's claim to have single- 
handedly liberated Korea justifies his | 
claim to rule — and by extension that ot 
his son — and extend his rule over the 
whole of Korea. The Red Army's “deci 
sive historical” role however buttresses 
Moscow's claim on the loyalties of 
Asian communists, which North Korea 
condemns as “dominationism. This 
clash between Korean nationalism and 
Moscow's assertion of is “imer 
nationalist” responsibilities will remain. < 
Moreover, Kim Il Sung himself did 
not play a prominent role in the celebra 
tion, reinforcing the impression that his 
year-long warming to Moscow is | 
primarily tactical and formal. A 1984- 
Rand Corporation ipao summar 
North Korean foreign pol icy as. "8 
to Peking. modified by it 
Moscow.” The 
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By John McBeth in Bangkok 
Th sacking of four leading trade 
unionists would normally be expect- 
ed to create an uproar in Thai labour cir- 
cles. But in the case of Labour Congress 
| of Thailand (LCT) leader Ahmad 
_Khamthesthong and three veteran em- 
.. ployees of the State Railways of Thai- 
< land (SRT) such a reaction has been 
. lacking — a symptom, it is believed, of 
* the general disunity in the ranks of Thai 
- workers and, particularly, the inherent 
| Suspicion over. Ahmad's political mo- 
* tives and his past links with the military. 
^ There is, however, a principle at 
. stake that has left other unions in a di- 
lemma. Although there is a feeling in 
these circles that Ahmad brought all his 
roubles on himself, the question they 
ave been asking is whether they can af- 
ord to forget the SRT's actions, given 
ie precedent involved and the implica- 
ions for the labour movement as à 
vhole. — 
__. Ahmad, one of only three workers’ 
| representatives appointed to Thailand's 
ulitary-dominated senate in 1983, ap- 
ars to have lost considerable ground 
iong union workers by throwing his 
acking behind senior army officers on 
ontroversial issues | ranging from 
onstitutional amendments to last 
November's -baht devaluation. The 
CT commanded the loyalty of fully 154 
f Thailand’s 282 registered unions in 
82, but that has now dropped to at 
‘ast 99, by its own count, and possibly 
o as low as 65, according to other trade 





‘Probably the the worst single setback 
"the congress, however, came in 
.pril when it failed to put a represen- 
tative on the Labour Court's advocate 
judges bench. Ten of the 20 seats went 
to the three-year-old Thai Trade 
Unions Confederation (TTUC) of vete- 
< ran unionist Paisal Thawatchainan and 
— the remainder to Panat Thailuan's Na- 
tional Congress of Thai Labour and an 
SOLET splinter group. 

>. Paisal is founder of the LCT but he 
. quit in 1982 and formed the TTUC after 
- claimigg that his efforts to formulate an 
educational programme for his mem- 
_ bers had been undermined in the face of 
a campaign of political activism by 
‘Ahmad and twoof his colleagues, Sawat 
Lookdote and Preecha Srimeesup. In 
his only statement on the strike, 'aisal 
accused Ahmad of mixing politics with 
labour activities for personal gain. 

... The latest hiccup in the labour move- 
ment was brought to a head over a dis- 
pute-between the 10,000-strong State 
Railway of Thailand Labour Union, an 
CT affiliate and by far the biggest of 





A failed walkout has implications for the labour movement 

















seven railway unions, and the SRT man- 
agement over back-pay claims affecting 
mechanics and other workshop person- 
nel. But in calling stoppages to back his 
demands, Ahmad found himself on the 
losing side. 

Ahmad and three other men who 
formed the top leadership of the SRT 
union were fired on 2 August for al- 
legedly ignoring repeated requests from 
the management to return to their jobs 
during illegal stop-work rallies at the 
mid-city Makkasan workshop on 3-5 
July. The July protest and a second 10- 
day-long strike this.month, both called 
in defiance of a law banning work stop- 
pages by state-enterprise unions, were 
aimed at forcing SRT administrators to 

ive more than Baht 400 million 
U US$14. 98 hon) in 1 back pay. under a 

























































Paisal; Mana: labour hiccup. 


recommendation handed down by an 
arbitration committee. 

The first rally ended after Prime 
Minister Prem Tinsulanond sent a mes- 
sage through the Communications 
Ministry urging the SRT to comply with 
the committee’s ruling. But lien no- 
thing concrete came of that, union lead- 
ers called another stoppage. Prem de- 
clined to intervene a second time, appa- 
rently because he accepted the 'SRT's 
pronouncement that while it is prepared 
tẹ comply with the arbitration ruling, it 
is not in a financial position to make an 
immediate lump-sum payment. 


bservers generally agree tfat the 

SRT board of directors, headed by* 
deputy army commander Gen. Thienchai 
Sirisamphan, would not have taken the 
action they did. unless it had been 
cleared beforehand. The only military 
figure to mildly criticise the dismissals 
was retiring assistant army commander 
Gen. Mana Rattanakoset. Supreme 
commander and army commander Gen. 








talk shows Goa patie VIC 
radio stations each evening. | 

Ahmad himself said the media ne : 
understood his past relations with the E 
military, which he ¢haracterised as a 
"friendship." Asked hbout his ivan 
support for military auses, he replied: 
"In some cases when we are expressing 
our views they have coincided with what 
the military thinks -— our opposition to 
the baht devaluation being one exam- 
ple." 

Another more recent example has 
been Ahmad's s position on the change 
to the country's electoral system 
(REVIEW, 1 Aug.), a step initiated by 
former prime minister Kukrit Pramoj's 
Social Action Party. But the LCT leader — 
denied that he had given across-the-- 
board backing for army moves to make. 
more sweeping modifications to the 
constitution, pointing out that he 
posed one recommendation wl 
would have allowed permanent civilian - 
or military officials to- hold ca abine ae 
posts. «| & s 
The strikes had little meipdces on train E 
services, mainly because. the 3,000 — 
workers making up the Locomotive - 
Drivers Union werg not affected bythe 
back-pay dispute and «did ‘feel. 




















NOES 
moved enough to come: out in sym- 
pathy. Only 15,000 of the SRT's 27,000 . 
employees belong to any of the ga” 
way's seven unions. E 
Ahmad said he was satisfied merely 
that union members were staying away — 
from the job. But so too was the SRT. 
The fact that Ahmad was omly able to 
muster a maximum of 1,500 protesters 
at one time was, to the management at 
least, a graphic illustration of how far 
his standing has fallen — somet ing — 
even the former railway mechanic ape _ 
peared to. acknowledge when he:called: 
off the seco strike on 16.August. 
The LCT setup a 10-man commit 
to look into the reasons behind thé sack- 
ing of the four unionists, but in. hinting 
at a serious erosion of support for 
Ahmad, union adviser Sunthorn 
Kaenetr told the REVIEW: “We would 
also like to know the sincerity among 
the railway workers themselves. We 
have tried to tell them this is for their 
own benefit and that they haye to be 
united." f 
A unionist for the past 25 years, 
Sunthorn is concerned that the rail dis- 
pute may be part of an attempt to de- 
stroy the Thai labour movement or at 
least to seriously undercut its indepen- 
dence, the factor that gives it more cre- _ 
dibility than many among internatio 
labour organisations. Andzeoma 
ledgeable observers feel‘the manner in 
which the SRT got rid of Ahmad was 
both unnetessary and inflammatory, 
given the conviction that he was already ü 
a spent force. — 


























Happy father’s day 


Presidents Sukarno and Suharto have a high-profile anniversz 


By Lincoin Kaye in Jakarta 

he 40th anniversary celebration of 

Indonesia’s independence procla- 
mation marks a coming of age for the 
New Order, since the country's four- 
decade history is neatly bisected by the 
1965 coup attempt which ultimately 
brought President Suharto to power. 


Suharto. dubbed the “father of deve- | 


lopment" here, has now been in power 
virtually as long as his predecessor, 
the late founding president, Sukarno. 
Both presidents’ names and images 
were more in evidence in the headlines, 


billboards and pageantry surrounding | 


this vear's festivities than they had been 

in recent National Day celebrations. 

long-time Jakarta watchers said. 
Suharto's larger-than-life effigy — at 


| 
| 
| 
| 
| 


Eg 


Hatta is a single, hyphenated pe 
ity,” a veteran of Indonesia's free 
struggle noted, 
General vagueness about `i 
donesia's early history can only Bé € 
pected to grow as the old Te 
volutionaries, now in their 60s, meredt 
ingly pass from the scene. Suharto in 
his speech, cited the impending passage 
of leadership from “the 1945 Genera- 
tion to the succeeding generation.” - 
though he added that “this process dogs. 
not take place all at once” — thereby 
fuelling speculation that he might stand 
for re-election in 1988 at the age of 66. 
Diplomats detected another sort € 


| electioneering — for Third Wor 


the controls of a tractor towing a | 
miniaturised model Indonesian village | 


on wheels — led the two-hour parade 


down the city’s main boulevard. Near | 


the massive downtown Merdeka Square 
his silver-haired, avuncular likeness 
beamed from dozens of tableaux depict- 
ing facets of Indonesia’s modern deve- 


lopment — hard-hatted amid a montage | 


of construction work, accepting the sa- 


lute of troops in review, gathering | 
sheaves alongside his wife, Tien, and | 


among farmers in a rice paddy. 


"Maybe it's this watershed in the na- | 


tion's history and Suharto's own rule 
that has highlighted this sense of his his- 
toric role," one researcher said. "1n the 


past, the New Order has steered clear of 


such personalisation. That seems more 
in line with Sukarno's style.” 

Not that Sukarno has figured much 
in the official iconography since the 
mid-1960s. Indeed, his prominent de- 
piction in some of the Merdeka Square 
billboards, his mention in a spate of 
journalistic retrospectives and his com- 
memoration in the name of the capital's 
new airport has struck some observers 
as a low-keved revival, compared with 
his previous invisibility, 

But a main emphasis in these evoca- 
tions of the first president has been the 
continuity between the founding father 


and his successor, as stressed in posters | 


commemorating the "Super-Semar" 
order by which Sukarno handed over 
emergency powers to Suharto in the 
wake *of the 1965 coup. Then, too, 
Sukarno's name is seldom mentioned 
except in tandem with that of his vice- 
president and co-signer of the procla- 
mation of independence, Mohammad 
Hatta. From newspapers, | school 
textbooks, airport signs and even 
Suharto's latest National Day speech 
before parliament, "today's youngsters 
| could well get the notion that Sukarno- 


leadership — in Suharto's reminc 
that, as a "pioneer of the non-align 
movement," Indonesia has struggl 
"to preserve the purity of this move 
ment against the , 
tuggings of those | 
whoseektomant- | 
pulate it," The | 
movement's chair- 
manship comes 
up for a change at 
iis next general 
meeting in 1986, 
with many of the 
more conservative 
member states 
eager for an alter- 
native to the radi- ; 
‘al candidates who have already d 
clared themselves, including North: 
Korea, Libya, Angola and Zimbabwe. 
The economic part of the speech 


—À ARD ERE 


| Sukarno: ? 


————— PR a 


| conceded the gloomy oil-price outlook . 


facing Indonesia's petroleum-dris 


| economy and stressed the need to diver- 


sify exports. 
Much of the speech focused on ag- 
riculture, but with more stress on rice 


| production. than on export-oriented 
| cash crops. High-yielding nce strams 
| have. already overloaded the ware- 


| houses. of the government's 


price- 
stabilising Bureau of Logistics. 

In the name of distributional equity, - 
Suharto echoed his earlier pladge to - 
boost development of outlying regions 
by spreading around infrastructural 
development projects and stepping up 
transmigration. One of the two spon- 
taneous ovations the speech received 
from the parliamentarians came in re- 
sponse to a proposal to put specially ear- 
marked village development funds di 
rectly into the hands of village chiefs, 
rather than passing them through inter- 
mediary levels of bureaucracy, where 
rake-offs had occurred, resent news 
paper reports have suggested. - 
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By Bertil Lintner in Bangkok . 


O° 17 December last year, an un- 
ww usual batch of repatriates arrived at 
Dhaka airport in. Bangladesh. They 
~ were 56 Bengalis, many of whom had 
- spent more than 20 years in Burmese 
|. jails for "illegal entry." On 20 January 
Of this year, another group of 48 old 
- men and women followed. 
Among them was Nazir Ahmed, 
who was born in Bangladesh's Chit- 
agong area in 1921. He had entered 
Burma in 1947, when both the then East 
Bengal and Burma were British col- 
onies, to find seasonal work on one of 
the rice farms in Burma's Arakan area, 
any other Bengalis did at that time. 
zir Ahmed was arrested in 1957 
wing the. introduction of the For- 
s Registration Act by the Bur- 
e Government and sentenced to one 
th in jail for having no proof of resi- 
icy. But he remained in the old, run- 
own Insein jail on the outskirts of Ran- 
for 27 years until he was released 











y Bruce Roscoe in Tokyo 

w battle lines are being drawn for 

he 1986 Liberal Democratic Party 

JP) presidential election in the wake 
resignation from the cabinet of 

inister for External Economic 

s Toshio Komoto on 12 August. 


within the LDP as the party's four main 
actions. assess the vulnerability of 
"Komoto's own grouping to member- 
poaching now that it can no longer draw 
on the political and business support ac- 
corded to its leader for more than a de- 
cade. 

.. Komoto resigned to “take responsi- 
bility” for the certain brankruptcy of 
Sanko Steamship Co., over which he 
esidéd from 1937 to 1974. Although 
claimed not to have exerted any man- 
agerial influence over Sanko since be- 
coming head of the Ministry for Interna- 
ional Trade and Industry (Miti) in 
1974, it was an open secret that almost 
to the last Komoto, 74, used his politi- 
cal. muscle to lobby banking and politi- 
cal circles in a desperate bid to keep 
Sanko afloat. 


end to. the Takeo Miki era. N : 
prime minister in 1974 and. found 





s of a struggle are already emerging 


Komoto's resignation also signals an 
Miki era. Miki became 


— 
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For no crime except being there, Burma holds them for years | 


and sent back to his country which, dur- 


ing his absence, first had become East 
Pakistan and later Bangladesh. - 

There was also 94-year-old Aziz 
Rahman who was born in Anwara, 
Chittagong. He went to Burma as a 
child with his parents, who settled 
among the Muslim community in the 
Arakan capital of Akyab. Aziz Rahman 
was rounded up in 1957, also given a 
month's imprisonment, but has only 
just been released. As is the case appa- 
rently with many of these inmates in In- 
sein, he suffered from depression. 

Many have been less fortunate than 
those returned to Dhaka. Salima Kha- 
tun, from Cox's Bazaar in Bangladesh, 
came to Burma with her father in 1938 
when she was nine vears old. Later, she 
married a man from Akyab and thus be- 
came a Burmese citizen. However, that 
did not prevent the immigration au- 
thorities from arresting her in 1959. Her 
case was even more paradoxical. Being 


tion ; within the LDP seek defectors from the Komoto group 


Komoto a secure source of funds for his 
LDP faction. Komoto was rewarded 
with the Miti post, and while he began 
to endear himself with the upper eche- 
lons of the business world, Miki went 
on to become one of Japan's most un- 
popular prime ministers in the post- 
war period — at least among LDP mem- 
bers — for his decision to do nothing to 
arrest the downfall of former: prime 
minister and political power. broker 
Kakuei Tanaka. Tanaka was first dis- 
graced for involvement in a series of 
land scandals and was later convicted of 
taking bribes from the US-based Lock- 
heed Corp. 

@Komoto became head of the. Miki 
faction in June 1980. Miki had ordered 
the grouping disbanded, but Komoto 
announced his political independence 
from Miki and took over as the fattion's 
leader. However, many of the group- 
ing's members continue to look to Miki 
as their mentor, referring to him, rather 
than to Komoto, as “sensei” —- a term 
used variously to describe doctors, 
teachers and leaders, but always to 
show respect. 

Miki is now 78 and as a p: 












(M l | rty elder | 
| carries the title of supreme adviser, but | 










































































inmates. 


Ai eiderly prisoners, all 
& lims, charged with illegal entr 
reported to have died in Insein d 
the. period from .November 19 
November 1984. from. dysentry, dial 
rhoea, tuberculos d.other disea: 







m e 


related to their. o | | 

prisonment. The extremely hard: 

tions in Burmese jails, angl the astonish- 

ing frequency. with which shortsen- 

tences result in decades-long stays. 
+ n 








the dominance of the LDP by Tanüka's 
faction has rendered him powefless. . 
Komoto, though he has twice failed. to ge 
win the party presidency, still had 8 
considered a dark horse in next yea: 
race — up until the Sanko Steamship 
Co. debacle. 







| icved would do moretob |. 
ance Japan'sexternal trade thgn solitary 
tariff cuts. ^ ' . pup: BE 

Few bureaucrats, 














, particularly within 

the Transport Ministry, will be sorry to © 
“see Komoto. leave the cabinet. As 
Sanko- was. estranged from the close- 
knit. Japanese shipping industry for 
much oft its life because of its maverick 
behaviour, so was. Komoto ostracised 
by high-level civil servants who*eemed 
to resent the political power he could ` 
generate through his access to the na- 
tion's business elite. Komoto was not 
forgiven for rejecting the Transport 
Ministry's.safety-net cartel scheme for 
the leading Japanese shipping com- 

amies, but his political stature had pyjet 

im out of reach of govegnmet 
SUTE: p» . 7 











It is too early to pen Komotc 
epitaph as aepolitician. He may hav 
signed. his portfolio, but he has n 


is 
signed | is seat in the Diet, Japan 





























prisons tend to get even more 
sque when it is obvious that 
e a'third — or possibly an even 
: higher proportion — of the people 
= charged with illegal entry, mostly com- 

ing from Bangladesh, were actually 












| slim returnees nees: alleged illegal entry. 





















born. in Burma and not on the other side 
of the border. 

A report made available to the 
REVIEW thrqugh unofficial channels 
lists one woman, Azima:Khatun, who 
was arrested with her two-year-old 


Sens 
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ament, ghd for the moment he is retain- 


ing his factional leadership, at least 


ESL. 


1ominaily. This is not unusual: Tanaka 
continued to govern his faction after he 
had to resign as prime minister, even 






though.he also had been forced to re- - 


linquish his LDP membership and sit in 
the Diet ag an independent. 

.; Because of the cabinet’s tactful ap- 
ent of .a Komoto faction 
member, Takao Fujimoto, to one of the 
a xortfolios. vacated by Komoto — state 
minister and director-general of the 






" Okinawa Development Agency — the- 


_ fection will keep two cabiget posts. The 
wer post is the transport portfolio, 

„eid by ,Tokuo Yamashita. But the 
more important post of state minister 
for external economic affairs was given 
to Economic Planning Agency director- 
general Ippei Kaneko, who belongs to- 
the faction led by former prime minister 
Zenko Suzuki. Thus while two Komoto- 
aligned dietmen are still in the cabinet, 
the faction’s portfolio strength has been 
reduced by one. 


"ujimoto's. selection, an executive 
-LDP official told the REVIEW, was 
made to create the impression that the 
faction would lose minimal prestige as a 
result of Komoto's departure. But 

ithin hours of the resignation, some of 

p. nii  darger. factions had begun man- 
ofuvrme | 
their fold, notably with offers of money. 
This effort iNtensified &s rumours 
spread within the party that Yamashita 
would resign over the Japan Air Lines 










belonged ‘to. the indigenous "Muslim 















community there. Azima Khatun is now 
60 and her daughter Noor Jahan has 
spent 27 of her 29 years in prison. 

The whole question of nationality 
and citizenship is a long-standing con- 
troversy in Burma's 
Arakan State, where 
the population is made 
up of a mixture of Mus- 
lims and Buddhists. 
The Buddhists have no 
problem, since their re- 
ligion is considered 
proof of their indigen- 
ous ancestry. But the 
Muslim population has 
diverse roots. The indi- 
genous Muslims, who 
now refer to themselves 
as Rohingyas, are often 
confused, with the 
thousands of seasonal 
labourers, especially 
from the Chittagong 
area, akat came to work in Arakan dur- 
ing British colonial days and even after 
Burma’s independence (REVIEW, 26 
Apr. 84). 

Burmese immigration authorities, 
however, seem to make no distinction 


at mentem 


747 crash on 12 August, which left 520 


people dead. 
More important than the Komoto 


factions numerical showing in the 


cabinet is the fact that Komoto appears 
to have neglected to groom a successor 


.Of the calibre needed to run in the 
party's presidential election, due to be 
] held in October or November 1986. 


The LDP president becomes the 
prme minister, and a faction loses much 
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crackdown. 
1978 resulted 
of whom wer 
fleeing to Bangla 
them were, after inte 
later allowed to return, 





lI pressure, 


everal inmates in Inseim, amo a : 

them Nur Mohamed, 55, claim t that. 
their Burmese national registrat 
cards had been confiscated by the au 
thorities when they were arrested. N 
Mohamed was born in Bale Khal 
Maungdaw township of Arakan and 
now has spent 27 years m jai for * “llega 
entry. : 

Although these prisoners could not 
by international standards be described 
as political, the reason for their arrests. 
may have political implications. Dise 
trust of foreigners has long been amim- 
portant element in extreme Burmese 
nationalism, as indeed in nationalistex-. 
tremism elsewhere. In Burma, theMus- - 
lims in particular have been used as 
scapegoats to divert attention from 1 
ternal social and economic woes. A 
Muslim riots were reported in the d 
rawaddy delta region and near Mo 
mein in June and July 1983 (REVIEW, 
Feb. '84), when there were shortages 
goods and food prices went up. 







of its recruitment power — if not itst 
mary reason for existing — if it cx 
field a credible candidate against ! 
nominees of competing factions. ' 
Komoto faction can point omiy 
Toshiki Kaifu who, though he has 
cabinet experience as minister of ed 
tion, is at 54 widely regarded as t 
young to be a serious contender. 

Each of the other factions ha 
clear-cut candidate: Finance Minis 








Noboru Takeshita: 
Tanaka faction, forme?" 
cabinet secretary 









Miyazawa of the Suzuki fac- 
tion; Foreign Minister Shin- 
taro Abe of former prime 
minister Takeo Fukuda's face | 
tion, and Prime Minister | 
Yasuhiro Nakasone of his | 
own faction should the LDP | 
agree to change the party rules 1 
and allow incumbents a third | 
term. ] 
With Komoto's political in«. | 
fluence in steep decline and no | 
| 

| 
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obvious successor in sight, the | 
best the faction can hope foris | 
to prevent a wholesale migra: | 
tion of members to other fac- 
tions and, with its 35 members, i 
remain intact long enough to | 
try to influence the outcome of «i 
next year's presidential rac 
Given the faction's traditi 
animosity towards the Ta 
group, Komoto's men w 
seem most hkely to, back 
or Miyazawa. 























| Reading the entails of 


the Pyongyang goat 


orth Korea-watching is not an easy 

task. Having been engaged in it for 
upwards of a decade, I like to compare it 
to the ancients' practice of reading the 
entrails of a goat: the available evidence 
is just about as reliable, and the infer- 
ences to be drawn from it are just about 
as clear-cut. 

Nonetheless, 1 have become con- 
vinced that Pyongyang’s notorious 
idiosyncrasies tend to mislead observers 
in some ways which are actually quite 
avoidable. The most damaging of these 
is, paradoxically, that we take North 
Korea too seriously. In particular, we 
swallow much too readily its often trum- 
peted claims to monolithism; or, to bor- 
row a phrase from Pyongyang's inimita- 
ble lexicon, “ideological monochroma- 
ticity." 

To be sure, the North Korean regime 
goes to inordinate lengths to convince 
the world that this is so. For example, 
what passes for elections in Pyongyang 
have for several years been routinely 
claimed to have a 100% turnout, and a 
10096 yes vote for the regime of Presi- 
dent Kim Il Sung. Most communist and 
other totalitarian regimes are content 
with 90% plus; even the Albanians only 
pushed it to 99% and a few decimal 
places — after all, some people move 
away, or die or are too frail to vote, and 
some surely, disagree. But trust the 
North Koreans to go for the reductio ad 
absurdum, and to claim something 
which a moment's thought makes us 
know cannot possibly be true. 

sur if the North Korean populace 
are not really 100% united, what about 
the North Korean leadership? Deep 
down, we do not trust the North Ko- 
reans — with good reason, based on 
past experience. We are therefore in- 
trinsically suspicious of what they may 
be up to. And if it is less than clear 
exactly what my are up to — if they 
blow hot and cold, or give out seemingly 
contradictory signals — it just goes to 
show how extraordinarily devious they 
are. We may not know what they are 
doing, but it never occurs to us that this 
may be®at least in part because they may 
not altogether know what they are 
doing either. Instead, we assume 
against all reason that whatever they are 
up to, they all agree about it. 

Why is this an unreasonable assump- 
tion? Part of my argument is un- 
ashamedly a priori. We know, or should 
know, in advance that no leadership can 
be 100% united, any more than can 
their electorate. It defies sociological 
reason to imagine so. In the real world 
— in which even North Korea is com- 


pelled to exist and operate — new prob- 
lems constantly arise and decisions have 
to be made. How to respond is never 
clear-cut. Even if you have the North 
Koreans’ unique good fortune to be 
guided by Kim and the juche (self- 
reliance) idea, nonetheless the exact ap- 
plication of doctrine in concrete cir- 
cumstances must always be a matter of 
debate and dispute. Just because the 
North Koreans are so shy about keeping 
us informed of their internal disputes 
so unlike the Chinese, who always pre- 
fer to speak of two lines of struggle, 
whoever is in power — are we really so 
naive as to take these implausible claims 
of unanimity at face value? 

But we can go beyond deduction, or 
at least illuminate it by comparison. Al- 
though neither will welcome the idea, I 








Kim; Kim Jong Il: neutralised successor. 


believe that at a formal level Pyongyang 
currently has much the same problems 
as Pretoria, South Africa. Here, after 
all, are two regimes — both, as it hap- 
pens, rich in minerals and rather suc- 
cessful industrialisers in their way — 
which even at the best of times have 
been looked at rather askance for their 

olitical peculiarities, even by their al- 
is, let alone their numerous enemies. 
Lately, for both governments, things 
have got worse. Their pariah status has 
increased, and pressures both external 
and internal for change are building up 
all the time. 


ortunately in South Africa the poli- 

tical process is a more public affair 
than it is in North Korea. And one oft-re- 
marked consequence of the above pres- 
sures is a clear tactical split among the 
ruling bloc. Verkramptes are the die- 
hards, those who insist that “we have al- 





ways stood out agaimst the world, we 
have always been right to do $o and we 
must stick to our guns. Change any of 
the structure that we have so painstak- 
ingly erected, and the entire edifice will 


crumble." 

Dangerous talk, [spond the ver- 
ligtes, the enlightened ones; “Ostrich 
mentality, head in the sand. The world 
is changing all about us. If we fail to 
change with it — not on fundamentals, 
of course, but to adapt, tactically — 
then that is what will bring the whole 
house crashing down about our ears.” 

As the South African example richly 
illustrates, such debatgs can be bitter 
and fierce. In North Korea, by contrast, 
all is concealed behind the mask of 
monolithism. Well, not quite all. There 
is already enough evidence to construct 
a plausible character sketch of Pyong- 
yang's verkramptes and verligtes. Ad- 
mittedly, much of the evidence is ci 
cumstantial. I would adduce two ma 
facts: one well-known, the other not. 

The first is the second-echelon 





leadership reshuffle which followed tu. 
Rangoon bomb debacle in October 
1983. Before the year was out, North 
Korea had a new prime minister, Kang 
-Song San, and a new foreign minister, 
Kim Yong Nam. The latter is quite per- 
sonable, to South Korean discomfiture, 
while the former has a reputation as an 
economic technocrat. 

Since those appointments? North 
Korea's de facto stance towards the 
South has changed dramatjcally, to the 
poiht where no less than three separate 
layers of talks — Red Cróss, economic, 
and parliamentary — are currently 
under way. Still, nothing very concrete 
has been accomplished, and this proce** ^4 


has had its hiccups, as whe 
Korea refused to talk at 4// during the 


early months of this year f That episode 
plus apparent shifts in thé North Korean 
position between each round of talks, 
tends to confirm South Korea's suspi- 
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cions that the North has some hidden, 
singular, ulterior motive in what they 
describe scathingly as its “peace offen- 
sive.” If i in speaks now with 
one voice and then with another, now 
from this position and then from that, 
then are these not the ventriloquist 
slitherings of a snake whom you cannot 
trust? 


pe therelis a much simpler ex- 
planation. At least part of North 
Korea's seeming inconsistencies of posi- 
tion arises because they do not know, or 
do not agree, on what to do next. Inde- 
pendent evidence for this comes from 
my second, little known fact. Careful 
perusal of the North Korean media over 
the past two yegrs reveals an ideological 
stance that is anything but monolithic. 
One editorial says Pyongyang must in- 
crease exports as a top priority; another 
warns of the ideological inroads of 
capitalism. One article trumpets juche; 
another preaches the virtues of greater 
tegration into the “socialist interna- 
nal division of labour.” One report 
warns economic cadres to obey orders 
from the centre unquestioningly; 
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another,tells them to consult their work- 
force before doing amything. 

While none of these are necessarily 
contradictions, they are certainly con- 
traries. And even the stridency with 
which every position is always put indi- 
rectly reveals what is increasingly plain: 
that in the mid-1980s, in the dynamic re- 

ional context of Northeast Asia, North 

orea is a glaring anomaly. Economi- 
cally, juche has shot its bolt. Pyongyang 
now desperately needs both internal 
economic liberalisation and access to 
advanced Western technology. Politi- 
cally, there is the succession problem ine 
ternally, while externally Pyongyang is 
orn between a China increasingly soft 
, capitalism and even South 
orea, and the ambiguous, blandish- 
ments of the Soviet Union (page 22). 

This is a country and a regime at the 
crossroads. There are tough choices to 
be made, which will brook little delay. 
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And it flies against such facts as we 
know, as well as all reason, to suppose 
either that such questions are not con- 
tinuously and fiercely debated in Pyong- 
yang, or that the North Korean leader- 
ship has found and is pursuing a single 
strategy, however devious, to deal with 
them. 

Supposing we could sneak into 
Pyongyang's smoke-filled rooms and 
eavesdrop — what would we hear? 
Here first is a verligte. Perhaps his name 
is Kang Song San or Kim Yong Nam; 
could it, conceivably, be Kim Jong Il, 
the president's son and heir-apparent? 
“Comrades,” he is saying, “we really do 
have a problem. Economically, we have 
had brilliant successes, but right now we 
are cut off from the advanced technol- 
ogy we crucially need. We really must 
mend our fences, pay some of our debts 
and establish better relations with 
Japan. We must overhaul our economy 
— not going as far as China, of course, 
but we must do it. And comrades, we 
really must grasp this nettle — we must 
be realistic towards South Korea. We 
cannot invade them, we cannot under- 
mine them, economically or otherwise. 
We must admit they have made pro- 
gress too. Can't we find a way to use that 
to our own advantage?" 

"Not so fast," retort the verkramp- 
tes, who might include military men 
such as politburo member O Jin U, 
perhaps, and maybe Kim II Sung him- 
self. *There's nothing much wrong with 
our economy," they continue, "people 
must just work harder, that's all. Con- 
cessions to capitalism are dangerous. 
Look at the spread of revisionism in 
China. Mind you, if we must increase 
external economic links, let's do so with 
the more reliable comrades of the 
Soviet Union. They can't afford to ditch 
us, and Mikhail Gorbachov has at last 
given us MiG23s. As for South Korea, 
they are American stooges, their system 
is colonial and unstable, and we should 
never have given up on our old strategy. 
All right, Rangoon was unfortunate, 
but why are we now giving away every- 
thing? We said — we still say, officially 
— that we would never deal with the 
Seoul puppets before settling things 
with the US. Then why are we doing it? 
And what have we got to show for it? 
Do we really want them running around 
in our coalfields?” 


t is all speculation, of course. Yet 

not only is some such line-up intrinsi- 
cally plausible, it can also explain what 
would otherwise be anomalies. For 
example, there was Pyongyang's other- 
wise puzzling suspension of talks for 
some months early this year, allegedly 
in protest against the US-South Korean 
Team Spirit war games. While the ver- 
ligtes could doubtless have taken Team 
Spirit in their stride — after all, its 1984 
predecessor did not stop Pyongyang 
talking to Seoul about a joint Olympic 
team — I suggest it was the verkramptes 








who made it an acid test of Seoul's good- 
will. Likewise, I do not doubt tlfat 
Pyongyang’s shifts of position at the var- 
ious continuing negotiations reflect the 
shifting balance in the furious debates 
raging in Pyongyang. 

To be sure, the above scenario is 
over-simplified as well as speculative. In 
particular, and very importantly, | 
would expect the increasingly visible 

ro-Soviet camp to cut across the ver- 
igte-verkrampte divide to some extent, 
since this could be either a traditional or 
a modernising move. On this basis, 
those who admit the need for funda- 
mental economic and political change 
may well be divided into a pro-Soviet 
and Comecon faction versus another 
whose eyes are more on Peking and 
Seoul — no contradiction, these days. 
m oot the conservatives may well 
split into those who posit the Moscow 
card as tactically necessary, versus the 
real juche diehards who want just to 
keep on keeping on, to go on going it 
alone. 

And then, of course, there are all the 
things which cannot be spoken, even be- 
hind closed doors — things which may 
also cut across the verkrampte-verligte 
divide. Kim Jong II's succession, for 
example; is it too fanciful to suggest a 

aradox: that while some previously 
oyal verkramptes will never be really 
reconciled to this upstart, conversely 


€ North Korea is a country 
and à regime at the crossroads. 


There are choices to be 
made, which will brook little 
delay. ? 


some verligtes may see him as a kind of 
tabula rasa, and hence a vehicle for their 
own ambitions? In any events 
never seen a shred of hard evidence for 
the oft-repeated view that the younger 
Kim is a "hard-liner." A blank cheque 
seems much more likely, with the ques- 
tion of who will write what upon him 
still to be determined — let alone how it 
will be cashed. 

And beyond this, there are the un- 
mentionables. Some verligtes have 
travelled abroad, and they know well 
and feel keenly what they obviously 
dare not say out loud: that their country 
is a laughing stock worldwide; that the 
cult of personality, at least ofitside of 
North Korea, is about the least cost-ef- 
fective exercise imaginable; that the 
proportion of the budget poured into 
defence is an appalling drain on scarce 
resources, as well as making the military 
dangerously powerful. and that it all 
cannot and will not last. 

Some may find this wishful thinking. 
But I know such North Koreans exist; I 
have even met some. Like China's Deng 
Xiaoping, they were long in eclipse. The 
Rangoon debacle enabled*them to ad- 


u- 
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vance, but their final victory is still far 
from certain. And I have no wish unduly 
to glamourise them. Like Deng, they 
are communists, not democrats; they 
belong to an elite which has no intention 
of surrendering power. But, also like 
Deng, they live in the real world. And 
they are pragmatists. Their most fervent 
wish is that when Kim Il Sung dies, Kim 
Jong Il will be either neutralised or their 
vehicle, and they can then set about 
turning North Korea into a sensible, ef- 
ficient place like East Germany, with 
pur trade and other relations with 

outh Korea, coupled with a degree of 
insulation. 

Finally, it goes without saying that if 
this analysis is even halfway correct, it is 
crucial that  Pyongyang's verligtes 
should win out. Somewhat presumptu- 
ously — since their intelligence is obvi- 
xri infinitely better than mine — I 
tried to put forward this case in Seoul in 
June when I was invited to address a 


seminar at the Institute of Foreign Af- 





(Land National Security, which is the 
Foreign Ministry think-tank. They were 
sceptical: still suspicious, perhaps, that 
lingering pro-Pyongyang tendencies 
were behind what they took as my plea 
to them to be more trusting of North 
Korea. 

But they missed the point. The issue 
is not trust but sound analysis. And it 
has never ceased to amaze me how the 
South Korean Government, of all peo- 
ple, do their North Korean counterparts 
too much honour, in a sense, by credul- 
ously swallowing the intrinsically in- 
credible claim of monolithism. After 
all, we know that when North Korea 
first offered aid a year ago, the cabinet 
in Seoul was very divided over whether 
to accept it. Why on earth then should 
they, or we, assume that it is otherwise, 
behind the masks, in Pyongyang? D 
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CHINA 


Fathers and sons . 


Top cadres and their children are accused of graft and other crimes 


By Mary Lee in Peking 


he web of corruption, said the offi- 

cial Chinese media recently, is 
spreading across China. Caught in it are 
“some central departments.” 

Chinese metaphorical skill put it 
thus: “Fish begins to stink at the head.” 
So far, the biggest “stinking fish head” 
netted has been Lei Yu, the head of 
Hainan island’s government, who was 
sacked for his “mistakes” in the 
“Hainan [Rmb 4 billion (US$1.4 bil- 
lion)] motor-vehicle incident.” 

The incident allegedly involved 
nearly the entire administrative machin- 
ery on the island and involved the im- 
porting of cars and other controlled 
items such as colour TV sets and re- 
selling them nationwide at huge profits. 
More than US$500 million is said to 
have been spent importing 89,000 cars 
over 15 months ending in March — 
more cars than the total number im- 
ported by the whole country in a single 
year. 

The Hainan scandal has raised many 

uestions among observers here about 
the future of the open-door trade 
policies of Chinese leader Deng Xiao- 
ping. For the moment, however, these 
policies do not seem to be under any 
threat of reversal, even if corruption is 
widespread. Rather, some diplomats 
have suggested, the Chinese Com- 
munist Party (CCP) — through its Cen- 
tral Disciplinary Inspection Commis- 
sion — is cracking down on senior offi- 
cials who provide a safe front for their 
own and their children's criminal ac- 
tivities. This belief is pegged on another 
scandal — one in which children of two 
senior cadres and another 22 officials in 
the Heilongjiang provincial city of 
Beian were allegedly involved in rob- 
bery and rape. 

The Chinese media said: “The young 
people were members of criminal gangs 
disbanded in a nationwide crackdown 
on crime late last year [1984]." At trials 
held in December 1984, 36 people were 
convicted on 138 charges of robbery and 
gang rape. One of the five "leading cri- 
minals" sentenced to death was Gu 
Yifigjun, son of Gu Guodong, chairman 
of Beian's People's Political Consulta- 
tive Conference (PPCC). Gu was exe- 
cuted earlier this year. The elder Gu 
was sacked from his PPCC post and ex- 
pelled from the CCP for allegedly not 
only trying to “cover up his son's crimes, 
but also for driving away the rape victim 
who reported the crime," the news- 
papers said. 

Ren Jinglong, vice-chairman of the 
Beian Municipal People's Congress 
Standing Committee, was also sacked 


} 

and expelled from the party, pending 
prosecution by the Judicial Depart- 
ment. As deputy head of the city’s crime 
crackdown office, he had allegedly co- 
vered_ up crimes of his son, Ren 
Chun&a, which included rape. The 
younger Ren is now serving a life sen- 
tence. 

A local police official, Liu Qingtian, 
received a warning frpm the party as 
punishment for allegedly protecting his 
son, who was not named. 

The Disciplinary Commission said 
that 21 other officials — 11 of whom 
were “ordinary cadres" — “have all 
been severely criticised and educated” 
for their mistakes. Four of those c 
victed of crimes were given suspenc 
death sentences and 4 were jailed for 
terms ranging from a few years to life 
imprisonment. 

The allegations of igvolvement of 
party officials in the Beian case, how- 
ever, did not come as any surprise to 
local peeple. Such protection had al- 
ready been made dn issue af the sixth 
National People’s Congress in March. 
What makes the Heilongjiang scandal 
interesting, diplomats said, ha A 
publicity, which focused on the officials’ 
alleged cover-up, came months after the 
cases had been to court and at about the 
same time that the Hainan fraud scandal 
was exposed. "It is more thag just coin- 
cidence that the two cases should be 
publicised at the same time,” a Western 
diplomat said. Businessmen here also 
report “rumblings” among Chirmese 
friends that cadres’ offspring may also 
be behind the Hainan case. 


M?» belive that a recent party 
rective forbidding children of semor 
cadres to engage in business stemmed 
from the Hainan incident. One Chinese 
official in Peking said: “The reason for 
„the ban is simply that the party does not 
want these offspring taking advantage 
of their fathers' positions to do business. 
Hainan was a prime example." He de- 
clined to give more details. 

Official statements say that the three 
senior Hainan cadres who were held re- 
sponsible for the motor-vehicle incident 
— Lei, Yao Wenxu and Chen Yuyi — 
had not been pursuing personal gain but 


.committed “mistakes” in "proceeding 


from the interests of Hainan and forgot 


the interest of the country as a whole 
Their punishment was disdnlingp 
tion takempy the party, whereas 143 cri- 


minal cases are still being investigated. 

The realecriminals, observers here 
say, have yet to be exposed. Whether 
they will come from various central gov- 
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Lad Car imports: re-sold for huge profits. 


ernment departments said to be in- 
volved remains to be seen. Another un- 
answered question is whether any of the 
offspring of government and party offi- 
"$^ who have been trading in 
uangdong for some time have been 

7" implicated in the scandal. 

Chinese press reports have also 
named some companies said to have 
been involv in the scandal, including 
Sanya Tropical Crops Co., allegedly 
conspiring 1n illegal profit-sparing with 
thé locab branch of China's Agricultural 


Bank. The Sanya Trading Co., also 
named, allegedly paid off a Rmb 30 mil- 
lion loan with an imported vehicle cost- 
ing Rmb 115,000 and 100 12-in colour 
TV sets. Another company, set up by 
the Sanya Municipal Economic Deve- 
lopment Corp. and China International 
Trust and Investment Corp. "engaged 
in foreign-exchange trading." Total al- 
leged illegal foreign-exchange dealings 
in Hainan is said to have amounted to 
US$570 million — 10 times the amount 
the island is allowed to retain under 


Chinese law. The Haikou Tobacco Co., 
yet another local company accusedein 
the scandal, is said to have offered vehi- 
cle-import permits at Rmb 6,000 profit 
each, and another firm, the Haikou 
Overseas Import Co. is said to havesre- 
sold its 90 import permits at a profit of 
Rmb 2,000 each. 

The fact that these abuses apparently 
occurred "directly under the eyes of the 
Guangdong provincial party commit- 
tee" suggests that more heads may roll 
once the criminal investigations are 
completed. One unnamed government 
officia] is said to. have made about 
US$70,000 illegally. 

The role of People's Liberation 
Army units stationed on Hainan has also 
not been mentioned. Western diplomats 
say that these units are probably involv- 
ed since the PLA plays a powerful role 
on the island. 

Observers do not doubt that the re- 
velations of both scandals have been at 
the party central committee's behest. 
"It's good for the reformers to air the 
cupboards before the September party 
conference," one diplomat said. “The 
leaders know what skeletons are left but 


| they may not reveal them all." Cynics 


argue that the sackings of local officials 
in top positions may be as far as the 
party is willing to go in demonstrating 
that “we cannot first attack the flies and 
forget the tigers.” o 
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ARTS & SOCIETY 


Uighurs stumble at the 
crossroads of survival 


By Nicholas Danziger in Kashgar 


t was nothing short of a miracle that 

the party setting out from Gilgit in 
northern Pakistan suffered no more 
than lost vehicles and injuries on the 
three-day journey to Kashgar. We had 
all the ingredients for a disaster: tired 
drivers and vehicles in terrible mechani- 
cal shape attempting to negotiate the 
treacherous Karakoram or Friendship 
Highway in arctic conditions. This high- 
way stretches from Pakistan to China 
over the 4,700-m high Khunjerab pass. 
Gas fires were kept burning inside the 
cabs and we survived on beans, dried 
fruits and tea. I crossed into Xinjiang in 
November, with the bi-annual Pakistan 
Government convoy which brings dried 
fruits, cigarettes and medicines to be 
bartered for oil lamps, quilts, herbs and 
local products. This crossing had never 
before been attempted in winter. 

On my first day in Kashgar I awoke 
well before dawn to find the Xinjiang 
minority people, or Uighurs, sleeping 
on the dirt road, their donkeys and carts 
beside them, under a blanket of snow. 
They lay on the ground wearing nothing 
more than large sheepskin coats and 
hats and slept huddled together under 
sheepskin blankets. Even before sun- 
rise a steady procession of donkey carts, 
horse carts and camels made its way to- 
wards the bazaar. 


7 TRADE 





The bones business 


By Bunny Suraiya in Calcutta 


P ity, Calcutta has established scit 


exporter of human skeletons. Some 15 Calcutta-based deal- 
over 15,000 skeletons and 50,000 skulls 

and research establishments in the US, 
an estimated Rs 10.5 


nge- Recent reports, 


ers su 
and bones to 
Western Eu and Japan, earni 
million (US$700,000) in foreign ex 
howe*er, indicate that the lucrative 


ed skulduggery. Cut-throat competition is said to have 


port of skeletons, it 


has since boomed, often with bizarre conse- 


Satyanarayan Sen, the 71-year-old Calcutta businessman 
the trade in the 1930s, shut up 
shop some time ago claiming that the *doms," the lowest 


who claims to have pi 


described as a dying 
as the world's leading 


vernment had banned the ex- 
m zr that the DM reflected ad- 
versely on e country," However, the em- 
Nego was titted in 1977 by the successor Janata government 
quences. 


The people look similar to Afghans 
(some even have names testifying to 
their origin Abdul Rahman “Af- 
ghani" Nur), Turks and peoples of the 
Mediterranean, and their language is 
full of words from Farsi, Turkish and 
even a few words of Dari, Arabic, Eng- 
lish and Russian. Not only are their lan- 

uage and appearances quite different 


rom the Han Chinese, but their way of | 


life and food bear no similarities. The 
Sunday bazaar is an explosion of com- 
mercial activity with few Hans in sight. 
One can buy camels and carpets, hire 
artisans or eat kebab sprinkled with 
aromatic spices and skewered on bicycle 
spokes over hot charcoals. It is the Cen- 
tral Asia of another age, the 20th cen- 
tury having made little impact. How- 
ever, all that is fast changing as the Han 
Chinese threaten to swamp the Uighurs 
by sheer numbers and transform their 
culture into folklore. 
New-found  freedoms 


have not 


changed the deep-rooted resentment | 
| To be sure, the government has ele- 


among Uighurs and other minorities 


including Kazakhs, Kirkghiz, Tajikis, | 


Tartars and Uzbekis — of the Han 
Chinese. They regard the Han as for- 
eigners and colonisers, and talk about 
them in the same way as the Afghans do 
about the Russians, referring to them as 
kafirs (infidels). They view everything 





the dead, who had served as his scav 
own businesses and were und 
ferior and often illegally procured 
verted to the family business of book pub 

the new entrants to the bones trade as people 


Traditional food: under threat. TP 
the Hans do with suspicion, even the 
new reforms, which allow minorities 
to trade for themselves on the free 
market. “This” says one Uighur “is 
because they don't provide jobs for us, 
so we are eliminated from the job mar- 
ket." . LI 





vated many Uighurs to the pesition 
of cadre simply to show, by way 
statistics, China's policy of creating 
equality for the minorities. The posi- 
tions of power are still held by Hans. 
Some Uighurs even harbour resentment 
against Chinese Muslims, the*Hui, be- 


- 


caste of untouchables traditionally employed to dispose of 






ers had set up their 
by supplying in- 
es. Sen, who has re 
, dismisses 
don't 


know the difference between a fibia and a thorax." Un- 


cremation 
cadavers. 


s given rise to 


dealers. 


bein 


have been 


scrupulous cin iret are said to recruit doms to haunt 
unds, - 
nclaimed 
the help of a bribe, the flesh boiled away and the bones 
bleached and graded. Half burnt bodies have been known to 
be removed from funeral 
which they have been co 
cremation or burial for their dead have often b 
upon to surrender corpses to middlemen acting on 


orgues and hospitals in search of 
bodies sco calis , sometimes with 


or dredged from rivers to 
as Those too to*ifford 


of 


Accordigg to law, export of human skeletons and bones 
requires police validation of the source of procurement 
a certificate from a foreign buyer tating that the purchase is 
made for medical pons o discourage illic 
small-time operators, only shipments are allowed. 
practice, however, these 
legedly in connivance with the authorities concerned. 3 
time ago a pe statement validgting 600 skulls claimed to 

ound on the banks of the Ganga was called into 


and 












‘illicit 
* . 
* 
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Silk trade: culture transformed into folklore. 


c 
v 





cause they have adopted the Chinese 
language and script. 

Fhere is also friction between the 
Uighurs thenfselves. In the cities many 
send their children to Chinese rather 
than: Uighur, schools. There ghey learn 
the langwage of the coloniser, which is 
their only hope of climbing the social 
scale into the professional classes. This 
educated class — considered to be 

trasiors by many Uighurs — view their 
people as backward and barbaric. The 
traditional Uighurs in turn find the 
Hans equally barbaric; in one Uighur 
restaurant I visited, a Han spat a bit of 
bone ouf onto the floor (something 





aeration and inquiries reportedly revealed that the officer in 


e had been paid 





w in his garden 


A skeleton now fetches about US$230 on the interna- 
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Rs 500 for the certificate. It has also 


that not all the skeletons exported are used for 
fied. A to a report in a local news- 
customer an Indian skeleton as a 





XINHUA 


Uighurs do themselves) eliciting cries of | 


indignation: “Infidel!” “How dare 
you!” “Out! Out!” They were about to 
forcibly eject the man when the cook in- 
terceded. 

It is the steady influx of Han Chinese 
(estimates vary between 100,000 and 
200,000 Han coming to Xinjiang every 
year) that poses the biggest threat, how- 
ever. The central government actively 
encourages Hans to move to the north- 
west to help develop the remote and un- 
developed region by offering "hardship 
money," which in some cases is double 
the pay in other, non-minority, areas. It 
is not modernisation, as such, that 

















Uighurs are afraid of; they don t see cas 
sette recorders and TV as a threat fo 
their way of life. It is roads, railways and 
airline services which bring Hans from 
the fearsome “mainland.” 

he Hans have always wanted to 

subjugate the minorities, and since 
1949 the policy has been carried out by 


using sheer weight of numbers. The fig 


ures speak for themselves: in the past 56 
years the percentage of Hans in the 
population of Xinjiang has risen trom 
6% to 40.2% while the Uighur numbers 
have dropped from 75% to only 44.5% 
— with other minorities making up the 
remainder. Today the Han army pre 
sence (600,000 men) in the province has 
virtually eroded the Uighur majority in 
this so-called Uighur Autonomous Ke 
gion. In the northern part of Xinjiang 
the Uighurs refer to Urumqi, the capt 
tal of the province, as Kafir city, due to 
the Han's overwhelming presenc: 
(eight to one), whereas cities. with less 
Hans such as Kashgar and Yarkand ar 
referred to as "clean cities 

There is little contact between 
Uighurs and Hans. They eat in different 
restaurants, shop in different places 
Uighurs in the bazaar and at stalls, Hans 


| at non-descript department stores. Al 


the theatre in Kashgar, during an even 
ing of minority song and dance, there 
was not a single Han to be seen. Al 
films, on the other hand, even the 
movies about Uighur life, are dubbed 
into Chinese. 

The proportion of minorities in 
schools does not correspond with theii 
percentage of the population. In Xin 
jiang minorities represent 60% of the 
population, but at primary school they 
make up only 52% of the total and 


rew 





with the in- 





tional market, an amount not much lower than India’s per-~,- 


32.5% at the secondary level. Smaller 
minorities such as the Tajiris, should 
they attend school, are forced to learn 
Uighur as there are no Tajik textbooks, 
but, as for all minorities, Chinese is 
taüght as a "foreign language." The 
Hans do not learn Uighur. “It’s for the 
minorities to learn Chinese," said one 
Han cadre, a sentiment shared by most 
Hans. 

This chauvinism is ubiquitous. For 
example, at Kashgar bus terminus all 
the notices are written in Chinese but 
not all are written in Uighur. Han ticket 
sellers are unable to speak Uighur, re- 
sulting in much confusion and anger on 
both sides. To make matters even more 
complicated, in 1976 the Hans decided 
to change the Arabic script and intro- 
duced romanisation; however, they dis- 
covered it did not work, so in 1982 they 
reverted back to the Arabic script. As a 
result total confusion has set in and 
many literate Uighurs can only read a 
few publications. 

In their bid to unify the country the 
Hans have even tampered with time. 
Despite the fact that Peking is several 
thousand kilometres from Xinjiang they 
are considered to be in the same time 
zone. Naturally, the sun does not au- 
tomatically follow such decisions. To 
compensate for this, Uighurs have their 
own time, two hours behind Peking; 
when arranging a rendezvous one must 
ask, “Xinjiang time or Peking time?" 
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Uighur family: relegated to history. 


Uighurs tend to stick to the former 
while government offices open and 
close according to the latter. 

The Hans are trying to promote the 
Uighur arts with several song-and- 
dance troupes but this is aimed at 
tourists rather than the Uighurs. Rarely 
does a troupe visit the remote cities, yet 
during the tourist season there are al- 
most daily performances for foreigners. 
Uighur music is performed spontane- 





ously, usually at festive occasions. 
loses much when it is sage managed. i 
Xinjiang, being at the crossroads « 

the trade routes, was influenced by 
many different cultures, and music as 
well as dance pre-date Islamic times. As 
in northern Pakistan, insftuments once 
used by shamanists, the sapbay (a 
wooden gtick with rings attached to 
create a shaking soand), nage (drum) 
and sornay (pipe), are stillplayed. The 
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Gunboat compassion 


pee Call: An American Missionary in China by John Hersey. Alfred A. Knopf. 
US$19.95. 


H°’ should we attempt to under- 
stand the historical role of Ameri- 
can missionaries in China: as agents of 
US imperialism, or as good-hearted 

ople devoting their lives to help- 
ing the Chinese? Probably a bit of 
both. 

John Hersey, the China-born Ame- 
rican writer, has written a novel based 
on the files and records of US mis- 
sionaries in China, including the papers 
of his own missionary parents. The 
book is dedicated to his father, Roscoe 
Hersey, who appears briefly in the 
novel. 

The story describes the life of David 
Treadup, a YMCA missionary in China 
for 45 years from 1905 to Liberation. It 
is told in the third person, but from a 
first-person viewpoint. Long quotes are 
used from Treadup’s letters, journals, 
and an autobiographical account, 
Search, written in 1943 looking back on 
his life in Ghina. 


34 


As a writer, Hersey is typically terse, 
tough-minded but humane, balanced, 
and incisive. He became famous as a 
war correspondent during World War 
II, when his novel, A Bell for Adano, 
won the Pulitzer Prize. His non-fiction 
account of the first atomic bombing, 
Hiroshima, is a classic. 

A recurring theme in Hersev's fic- 
tion is the story of a good, well-inten- 
tioned man working out his fate against 
impossible conditions. Just as A Bell for 
Adano celebrates courage and imagina- 
tion during wartime, this missionary 
novel pays tribute to the compassion 
and generosity of the American Christ- 
ians who devoted their lives to saving 
China. 

Yet, the hero, Treadup, is anything 
but a missionary stereotype. He is à 
huge man, energetic and innovative in 
his work, who makes his mark in China 
teaching science rather than saving 
souls for Christ. 


Treadup is a man of flesh and blood 
capable of self-doubt: a collefe student 
who flunks out of school, a Christian 
missionary who masturbates and a pro- 
selvtiser who loses his faith, But ke is 
naive. 

The Chinese revolution rages all 
around him,gbut Treadup is too busy 
trying to make things work in “his v 
lages" to notice that China's world 
changing. When challenged by Chinese 
radicals, he cannot imagine how Christ- 
ian compassion might somehow serve 
the imperial interests of the American 
State. 

Treadup’s creed is not like the faith 
of today’s radical Roman Catholic 
priests in Latin America and the Philip- 
pines who combine Christianity and 
Marxism. Communism never made any 
sense to Treadup. “I can’t work with 
these people," he concluded in exasper- 
ation. In the end, the communists ar- 

„Tested him and threw him out of his be- 
loved China. 

Treadup's crisis of faith occurs in à 
revealing way. It is not his perso 
frustration of working in Clim: 
carceration by invading Japanese, or 
even his rejection by the Chinese com- 
munists that most challenge his faith. 
Instead, it is the inexplicable and un- 







29 AUGUST 1985 e FAR EASTERN ECONOMIC REVIEW 








— 
> T — 


dancing has been influenced by Indian 

forms, though after the Mogul con- 
quests the body movements were elimi- 
nated. The music sounds similar to that 
played in Turkey today, and there is 
even some East European influence 
stemming from the time of the Ottoman 
Empire. Nearly all of the Chinese in- 
struments came through Central Asia 
during the Tang dynasty. 

Handicrafts. are moving from 
functionalism to folklore. What was 
once part of minority culture is now 
viewed by the Chinese as a good foreign- 
exchange earner. Exquisite caffbets with 
Islamic designs and vivid colours are 
being sold to foreigners. Other tradi- 
tional items such as the abduvar, a 
pitcher with delicate repoussé work, are 
giving way to plastic versions. 

Educated Uighurs are afraid to 
speak openly and refuse to comment on 
sensitive matters. But, like all 
minorities, Uighurs are fiercely proud, 
There are communes boasting that “we 
have no Hans here, only Muslims.” 

ighurs often refer to Xinjiang as 
Sharik Turkestan or East Turkestan; 
others, particularly in the south, talk of 
Uighuristan. There is simmering dis- 
content even in the Han bastion of 
Urumqi. Some Uighurs speak of going 
to Pakistan to buy weapons and fight the 
Chinese. Ahmet Jon, a Uighur partisan, 
who had fought the Kuomintang, serves 
as an inspiration, 


ceasing sorrow of China. He can no 
longer believe in a god who would inflict 
decades of the suffering of Job on an en- 
tire people: flood, famine, invasion, dis- 
ease, drought, corruption, civil war — 
in an endless succession, without any 
sign of hope. 

. He appealed to his god, but received 
no answer. "Whatever I said, the line 
was dead," Treadup wrote in his jour- 
nal. “No one was listengng. There was 
he most awful void." &et he survived 
vith his compassion intact, and re- 
devoted himself to.helping the Chi- 
nese. 


t may be too early for the definitive US 

history of the American missionaries 
in China to be written — and certainly 
Hersey makes no claim to having done 
this in his novel. We Americans today 
are Cser to those events of the past 
‘than perhaps we realise. No historian so 
far has sufficiently disentangled Christ- 
ian compassion from gunboat diplo- 
macy, or adequately explained the con- 
nection between a lifelong altruism, 
such as Treadup's, and American 
capitalist greed. 
erseys novel, written from 
readup's .perspective, helps us to 
understand the missionary and the way 
f he tried to come to terms with China, 
but it does not illuminate the impact of 
he missionaries on China. It cannot ex- 
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This certainly does not mean that the 
Chinese have a full-scale rebellion on 
their hands, but with the opening up of 
Xinjiang the government has been 
forced to admit that several incidents 
have occurred. In July 1980, the Aksu 
incident was repogted. This had occur- 
red three months earlier when friction 
between the People's Liberation Army 
and minority nationalities caused the 
deaths of "several hundred" soldiers 
and civilians. In 1982 an article in the 
People's Daily spoke of "preventing dis- 






putes between nationalities in Xin- | 
Jiang." Here it was stated that between | 


October 1981 and March 1982 certain 
disputes had arisen in succession 
throughout Xinjiang, which had been 
taken care of in a “timely and satisfac- 
tory manner." The October incident re- 
fers to widespread rioting after an 
Uighur was killed by a Han, causing 
four deaths and hundreds injured. 


he impossible odds do not stop 

most Uighurs from dreaming of an 
independent Turkestan, which would 
include their Muslim brothers in Soviet 
Central Asia. They view the Soviet 
Government with equal mistrust, hav- 
ing been devastated by the forced sep- 
aration of their families. One Kazakh 
woman had not seen her parents in 22 
years even though they only live 36 km 
away. Yet even now that family visits 
are allowed she must travel all the 


Child praying; church in Peking: holy 


plain, for example, why missionary 
schools in China produced more rebelli- 
ous gommunists than docile Christian 
converts. That paradox remains incom- 
prehensible from Treadup's perspec- 
tive. 

Yet Hersey himself understands the 
tension that exists between Westerners 
who would save China, and Chinese 
determined to save themselves. In fact, 
he has written eloquently about it in an 
earlier novel, A Single Pebble, which is 







way to Peking to receive permission. 

The main unifying force is Islam fnd 
at Friday prayers most mosques are 
packed with worshippers. Despite this, 
many Uighurs are unclear about the 
concepts of Islam and are helped by 
visiting foreign Muslims who are only 
too happy to elucidate and proselytise. 
Pakistani trader, Sudanese student, or 
Egyptian tourist, all regard the Uighurs 
as their brothers. The resurgence of 
Islam coupled with the growing links 
with and visits to Saudi Arabia, Pakis- 
tan, Turkey and the Soviet Union are 
increasing dissatisfaction and desire to 
emigrate. Many now dream of going to 
Saudi Arabia on the Haj or to visit 
friends and relatives in Turkey — they 
often end up staying there. One is told 
that the Turkish Government is worried 
by this influx, as the Uighurs’ vehe- 
mently anti-communist stand makes 
them ideal recruits for the ultra-right- 
wing Grey Wolves. 

Independence is out of the question, 
but minorities should be granted real 
autonomy, the right to govern their own 
affairs. In the case of Xinjiang, it looks 
as if a rich and diverse culture which sur- 
vived for more than 700 years will be re- 
legated to the history books. 


Nicholas Danziger has spent 18 months travelling 
from Europe to China overland along the Marco 
Polo route. 








still one of the best books on the subject 
of East meets West. 

In The Call, it seems that Hersey has 
a different purpose. Perhaps, like the 
eldest son carrying his parents' ashes 
back to China for burial in the end of the 
story, this novel is his filial devotion to 
his own missionary parents, a tribute to 
the worthy effort to which they commit- 
ted their lives — their story, told in their 
way, about what they tried to do with 
the best of intentions. — Peter Van Ness 
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Triad Power by Kenichi Ohmae. The Free Press. US$19.95. 


Ds»: the title, this book is not 
about Chinese secret societies but 
about "the coming shape of global com- 
petition" and deserves close scrutiny be- 
cause the author, managing director of 
the Tokyo office of McKinsey & Co. 
(who share the copyright of the book) 
has become an eminence grise behind 
Malaysia's economic and industrial po- 
licy (REVIEW, 11 Apr.). 

Ohmae argues that while the OECD 
nations — mainly Japan, the US and the 
EEC (the Triad), which together ac- 
count for a massive 54% of world GNP 
— have become very similar in terms of 
their socio-political behaviour, most in- 
ternational corporations have yet to 
realise the potential of this vast market. 

Instead many corporations are stuck 
in what Ohmae tartly dismisses as a UN 
syndrome of seeking out low-cost over- 
seas manufacturing locations and view- 
ing the world as 150 different markets in 
which it is necessary to establish a pre- 
sence. Ohmae suggests that because re- 
search and development costs are ex- 
tremely high and the diffusion of mod- 
ern technology so rapid today, it is virtu- 
ally impossible for one company to 
monopolise new technology. 

Therefore, it is a matter of life or 
death for companies either to go it alone 
or form a strategic alliance, or consor- 
tium relationship, with another com- 
pany in order to penetrate the markets 
of the major OECD countries. In short, 
major companies must become "insid- 
ers” in each part of the Triad. 

Ohmae also believes that with the 
rise of protectionism, multinational cor- 


ms are finding it increasingly dif- 


cult to duplicate a successful domestic 
performance overseas. He also thinks 
that contrary to popular belief, com- 
panies are more likely to be felled by 
domestic competition than by foreign 
competition because foreign firms are 
unable to establish meaningful cus- 
tomer relations. This view would seem 
to be more relevant to the Japanese ex- 
perience than to the West where Japan- 
ese companies have proved very adept 
at taking advantage of freer access and 
competitive national distribution net- 
works. * 

In Part III of the book, Ohmae ar- 
gues that the much touted virtues of Ja- 
panese management have not proven 
exportable to overseas operations. He 
also claims that Japan is not a closed 
door to Western companies, saying that 
some have become insiders there. He 
dismisses the hullabaloo over tariff and 
non-tariff barriers as a media creation. 

The final part is devoted to recom- 
mendations about how to become a 
Triad powe? — the formation of consor- 


tiums is strongly svodi There is a 
brief discussion of the role of the develop- 
ing world in all this, included, Ohmae tells 
us candidly, to deflect possible charges 
of neo-colonialism. The book ends on a 
note of unexplored paradox stating that 
competition is becoming more intense 
and more cooperative, the consumer 
more universal yet more distinct, and 
that successful companies will become 
more independent and more interde- 
pendent. 

It is a rather trite note on which to 
end. Despite its pretensions the book 
does not really say much that is new. Its 
fundamental weakness is that it is based 
almost wholly on assertion. There are 
only 57 footnotes and rather inade- 
quate data to buttress some breath- 
taking generalisations, often inelegant- 
ly expressed. As befits a man who does 
“a lot of tiring travelling,” impress- 


Japanese youths: Triadian consumers. 


ions abound, both fanciful and absurd. 

Thus we are told that “youngsters in 
Denmark, West Germany, Japan, and 
California are all growing up with 
ketchup, jeans, and guitars. Their life- 
styles, aspirations, and desires are 
so similar that you might call them 
'OECDites' or Triadians rather than by 
names denoting their national identity." 
Thg global village indeed! 


uestionable too is the assertion 
that inter-European mergers have 
failed “because they involved links be- 
tween similar companies which ended 
up by hating each other." Surely the 
reasons for failure ought to include the 
absence of a unified European Com- 
anies Act, the persistence of customs 
arriers, the absence of common stand- 
ards, and the lack of real political will to 
ull Europe res en into the single 
arge market it should be. 






American tobacco in Ja ii Ohmae re- 
sorts to sleight of hand. He says that 
23% of tobacco leaves exported by US 
farmers goes to Japan, so that even if 
Japan were to switch from tobacco to 
cigarette imports the net trade flow 
would not improve. Therefore, Ameri- 
cans must decide whether they want 
their cigarette companies or tobacco 
growers to prosper. But no zero-sum 
game should be involved if Japan's mar- 
kets were really open, for then both the 
growers and the companies could in- 
crease their market share. 

As for the non-Triadian countries, 
they should give up hope of becoming 
new Japans for they do not have large 
enough domestic markgts or the relev- 
ant skills to establish brand names to ap- 
peal to Triad consumers. What about 
Sweden with its small domestic market 
and successful export industries, and 
Hyundai's Pony car, now being sold in 
the West? The West was saying much 
the same things about Japan until r 
cently. 

At the end of the day Ohmae fails 
to make a convincing case to support 


DAVID JENKIN ^ 





his belief that the formation of consor- 
tiums, which he says is already reflect- 
ed in the increasing numbers of tie-ups 
between companies, is “more interna- 
tional in spirit and scope” than the 
merger mania of the 1960s. It should 
take a lot more than mere assertion 
to convince Western businessmen that 
the formation of consortiums is benevo- 
lent, and that it will not become a 
guise for the inadequately internation- 
alised management of Japanese corpo- 
rations to secure a considerable tactical 
advantage enabling them to become in- 
esiders in Europe and the US, while 
Western companies are left very much 
as Outsiders in Japan, clamouring fo 
yet another round of market 
measures, drom the Japanese Gover 
ment. It takes two to tango, but i 
is essential ethat both partners are 
dancing to the same tune. | 

— Derek Massarella 















Are your processing units 
using vast amounts of energy to do 
what significantly less could 
accomplish? 

—. This is the typical situation 
in most refineries and chemical 
plants today. Most of the process- 
ing industry was designed years 
ago, when energy costs were low. 
Design and equipment decisions 
that were economical then would 
not be cost-efficient today. 

That's why we hav® the 
Foster Wheeler Energy Conserva- 
tion Group. Its sole purpose: to 
use our process knowledge to 
identify 4nd attack sources of en- 
ergy waste in existing refineries 
and chemical plants. 

A Foster Wheeler energy 


audit/ process survey will examine 


your operation for the fifteen 


major causes of needless energy 


loss, to help you drastically reduce 


your energy costs. 

Not only will we discover 
what the problems are, but we can 
handle every phase of the work 
essential to correcting them. 

For one customer, we de- 
signed a new heat recovery system 
that eliminated the need for an e» 
isting 20 million-Btu fired heater 
For another, we optimized a crude 
preheat train to save $3 million 
in fuel the first year alone. 

Foster Wheeler has been in- 
volved in energy conservation de- 
sign work for major corporations 
around the world. Tackling the 
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Sure, it does the job. 


But 1s it energy efficient? 


Reaping the Rewards. 


Rice is more than just food. 

It's life. 

It's the irreplaceable staple 
upon which countless millions depend. 

[n the Philippines, improving 
and protecting rice has long been the 
single dedicated objective of the 
International Rice Research Institute. 


An objective that IBM 
strongly supports. 


As part of an on-going 
partnership program, IBM has freely 
contributed a large-scale, highly 
versatile data processing installation 
to the analysis and cross-checking of 
rice varieties from all over the world. 


This research, now 
progressing at far greater speeds, 
has already processed over 70,000 
varieties of rice and has isolated 
strains which can grow swiftly, 
bountifully and under even the 
poorest conditions. 

Yet, while the efforts made on 
behalf of this common grain are 
both strenuous and complex, for 
the billions who reap the benefits 
the result is quite simple. 

As rice improves, then so 
does the quality of life. 

And that, without question, 
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How CitiBanking 
to deliver the goods 


The rules have changed. If you’re still markable ease...and unmatched security. 
3andling Letters of Credit in traditional ways, To find out how your Import Department 


vou could be creating unnecessary headaches — can benefit from the world's most advanced and 
for yourself. And missing out on profit oppor- secure electronically delivered banking services, 





tunities for your company. call the Citibank located near you. 

With CitiBanking, vou speed the turnover And put the Citi of Tomorrow™ to work for 
of goods by increasing your control and vour company today. : 
efficiency. You can open new L/C's in minutes. 
Determine the status of outstanding L/C’s in ICCOME Tr TLC DITI” 
seconds. And manage your FX and cash flow WILLE E 1L E L1 
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Nick Seaward in Tokyo 


"he news onfi3 August that the Sanko 
Steamship Co. had filed for protec- 
tion from its editors was hargly a bolt 
from the blue. After all, the company 
has been reporting heavy losses since 
1981 and total liabilities exceeded assets 
by *46.4 billion (US$196.2 million) 
at end-Marckh (REVIEW, 27 June). 
Nevertheless, some of Sanko's many 
creditors have expressed shock that a 
Japanese company should fail to honour 
its commitments — a shock which some 
cynics suggest is more of an intense dis- 
appointment at not being able to milk | 
Sanko's long-suffering banks any 
longer. | 
With a debt estimated at ¥520 bil- 
lion and a further Y 600 billion reported | 
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paid charteg hire, Sanko and its three af- | 


filiates will go down in the books as the - zs 
biggest corporate failure in Japan if the | 
group's plan to reconstruct*its finances | 


is not Accepted by the Tokyo District 
Court. For the time being. however, 
Sanko is still officially alive 
remafn so unless the court decides after 

















some two to three months of hearings 





That is the theory. In practice, the 
npany is as good as dead and became 
the moment foreign creditors started 
esting Sanko's ships around the 
rid. For while the the excruciatingly 
w process of a market forces-induced 
_/bankruptcy was cranking up for its final 
phase in Tokyo, elsewhere market 


"ping applied — cash on delivery. 

First indications. that the shipping 
work’ iad lost patience with Sanko 
reached T okyo on 15 August, two days 
after the line’s president Yoichi | 

Akishino announced that the unim- 
-.peded operation of the fleet and t 

flow of day-to-day funds would be es 

“sential to any rehabilitation of the com 
pany. Telexes began to dribble into the 
ER of the trading houses from their 
filiatoewith the ominous news that 
Nw of the new handy-size bulk carriers 
Zon which ids had ae its future 
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to be owed to foreign shipowners in un- | FE 


and will ! 


t Sanko is beyond redemption. TE. | X 


forces of a more vigorous kind were | TT 
it P "P s 
| Komoto; tanker ferens Construction: political pressure on bank 


worsened: legal action against the 
Sanko Amethyst in South Africa re- 
sulted in the immediate cancellation of 
five spot charters which the line had 
won to lift coal out of South Africa to 
Japan and South Korea. 

. The problem was and still is a simple 
one. Sanko's three main creditor banks 
— Daiwa Bank, Long-Term Credit 
Bank of Japan and Tokai Bank — have 
refused to make available any more cap- 


ital and are approving the payment of 


operating funds only on a case-by-case 
basis until there is a court ruling. In such 
a fast-moving business as shipping. 


where Sanko had more than 150 ships 


trading around the world in mid-Au- 
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gust, the provision of an adequate 
float for the operating account is es- 


'/ indications that the 
three main banks are considering the 
injection of further funds to keep the 
fleet going. Transport Minister Tokuo 
Yamashita — a close political ally of 
Sanko’s founder, ex-company president 
and biggest private shareholder Toshio 
Komoto — was reported to have said 
the day before Sanko filed for protec- 
tion that his biggest worry was the credi- 
bility of Japanese shipping if Sanko's 
ships got stuck in foreign ports. He said 
it was imperative that the fleet should 
continue operating as normal. The 
banks may therefore be coming under 
political pressure to provide sufficient 
Operating capital to prevent the 
BUIDHIRHOE pere of Tapatieee ships 
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being held under arrest all over the 
world. 

Sanko's general manager of busin 
research, Yoshitaka Umeda, stre 
that the banks will have to underw 
the operating expenses anyway wW 
the company's future is being dex ted 
by the court, but it is clear that control 
has how been taken aver eae the bp | 
























HAN the ec the ba oe a 
understandable. Operating lo 
expected to rise sharply this r 
the chartering of its ships on ^ 
market — which used to provide 7t 
Sanko's business — has virtually 
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up because of charterers' fears of having: 
their cargoes held up by creditors’ ar~ 
rests, 

Meanwhile, the line sull has to pay 
the crews of its idle ships and. more imei 
portantly, pay for the bunkers of those- 
ships employed on its vital contracts of 
affreightment (COA). Sanko knows 
that once it fails to perform on a COA, 
the charterer will not hesitate*to termi 
nate the contract and seck a cheaper 
rate — easily available in today's m 
ket. The crunch is expected to come- 
end-August, when most of these ships 
will be due for rebunkering. 

One source close to the line stated 
that the banks used the threat of witha 
drawing all operating funds by the 
of August to force Sanko to file for pt 
tection from the courts. This ve 
was denied by Umeda but iiu 
stood that Sanko did infor? its pr 
































It is clear that operationally 





























































icky to emerge, even if the court de- 
cides there is something worth saving 


Brokers report confusion within the line 
itself and an inability to get a response 
to urgent queries. Meanwhile, anxious 
charterers are seeking alternative cover 
from the line's competitors until 
. Sanko's fate becomes clearer. One of 
_ these told the REVIEW that though some 
special arrangement may emerge from 
the court to keep the name of Sanko 
alive, "Sanko's identity is close to being 
finished." 
.. This view was echoed by another 
shipowner, who said that “Sanko will 
- Survive, but of course in a very shaken- 
down form." He predicted that the com- 
pany will be stripped of most of its exist- 
g fleet and may end up being a holding 
mpany for some of the 123 handy-size 
carriers which it ordered via sev- 
trading houses in 1983 in a bold bid 
urrect its fortunes. 
en it became clear that this stra- 
failing, the trading houses were 
le to cancel con- 
|. with shipyards. 
iply on the grounds 
n into bankruptcy 
| to operate the - 








as the link with 

ng houses that 

inalysts saw as 

ling Sanko with a 

0 force the banks 

pport a plan earlier 

year to raise Y74.2 | 
Ün. in | additional 

“This sum was to | 
ed to buy out | 
s ruinous long-term commit- 
on 29 tankers and sell them tothe 
nment for scrapping or use as a 
egic-fleet reserve. One ingenious 
scenario put forward was that Sumi- 
tomo Shoji Kaisha, which had ordered 
29 bulk carriers for onward charter to 
Sanko, would put pressure on the cash- 
fich Sumitomo Bank to acquire Daiwa 
ank. This would not only get Daiwa 
jut. of a hole and safeguard the 
»umitomo group's exposure but also en- 
ible Sumitomo Bank to acquire the one 
thing it lacks — Daiwa's securities li- 





. It has often been pointed out that 
Sanko has been the most internationally 
minded of the major Japanese lines but 
_the exposure of foreign banks is put at 
he relatively small total of ¥47 billion. 
Topping the list are three West German 
banks and the US-based. Citibank. 
Banks which have lent on the recent 
-carrier ordering scheme will have 
ived a guarantee from the Japanese 

















ading house 








s entered a crisis from which it will be | 





after several weeks of deliberations. 


SANKO’S BULK-CARRIER SCHEME 






ike all attempted business coups, 


Sanko Steamshigf's plan to manipu- 


late the freight markets was conceived 


on a massive scale and put swiftly into 


motion. No fewer than 123 dry-bulk 
cargo ships were to be built over a two- 
year period. Total expenditure was to 
exceed ¥375 billion (US$1.6 billion) 
and the initial contracts leading to this 
— the largest single shipbuilding order 
in history —- were signed over the course 
of a working week at the end of 1982. 
Yet within six months of its initiation 
and long before any of the new ships had 


been delivered from the yards, it had 


become clear that Sanko's ambitious at- 
tempt to corner one of shipping's few re- 
maining growth areas was doomed. By 
the middle of 1984, Sanko was facing an 
appalling predicament: too few ships to 
provide control of the handy-sized (25- 
40,000 dwt) bulk-carrier market but too 
many for its trading needs under normal 
market conditions. | 

What went wrong with Sanko's cal- 
culations? The answer appears to be the 


J Panamanian or Liberian 
j nominee ship-owning 
company 


who loses his shirt, Japan's largest ship- 
ping company thought it had made its 
move at the very bottom of the market. 
But Sanko reckoned that all five aspects 
of its plan made it a sure-fire winner: 

» The ships were ordered at histpric 
low prices for newbuildings. Bulk-kar- 
rier markets were exp .to 

upturn in one or two 
ships would never be as cheap again. 

» Three-quarters of the new fleet was 
ordered by the Japanese trading houses 
for ®nward charter to Sanko; the char- 
ter rate would not include the repay- 
ment of principal for an initial period of 
three years, enabling the line to make 
money on the ships until the market re- 
covered as expected in 1985-86. | 
» Sanko specified the very latest in 
marine diesel engine designs offering a 
thermal efficiency very close to the 


theoretical maximum; no other owner 


could operate ships more cheaply. 


» The new fleet was to be registered | 


with cheap flags-of-convenience instead 











‘REVIEW DIAGRAMS by Frank Tam 


| oldest one in the book: like every punter 







| shosha kindly disposed toward 











of the relatively expensive Jafanese re- 
gistry; manning costs cotild always be 
trimmed ‘to. stay in fae with com- 
petitors: = - 

> By ordering 123 ships, Sanko would 
have stimulated newbuilding prices suf- 
ficiently tọ dissuade apy other owner 
from following suit. 

While the first foug assumptions 
were vid, the fifth and most vital as- 
sumption clearly was not. The 20-25% 
rise in shipbuilding prices that followed 
immediately after the orders soon 
proved short-lived. It is some measure 
of the enormous overcapacity of the 
world’s shipbuilding industry that the 
Sanko order took up only 19% of the 
1984 permitted output of Japan’s yards 
alone. Anxious to win further business : 
in one of the worst-ever slumps, the Ja- 
panese yards were able to pass on tc 
other owners cost savings achievei 
through the series production oi | 
Sanko's ships. i a od 

Far from being scared off by. the. | 
Sanko order, other Japanese and Greek — 
owners were soon placing contracts for 
175 more ships of similar types at even 
cheaper psices. Sanko's billion-dollar 
bluff had been well afd truly called. 

But even after it had become appa- 
rent that newbuilding prices could fall 
below the rock-bottom ¥80,000e dwt 
level at which Sanko contracted, such 

„was the intricate and complex structure | 


of the enormous deal that the line was 
unable to avoid the inevitable conse- 
quences of its gross misreading of the 
market. While any European owner 
would have wriggled out of the con- 
tracts long ago, Sanko has had to watch 
helplessly as Japan's mighty shipbuild. 
ing machine has handed over the new 
ships at an average rate of more than 
one a week for the past 12 months. 
e 













his helplessness was not so much «  , 

product of Japanese shipping com- 
panies’ celebrated tradition of adher- 
ence through thick and thin to contrac- 
tyal obligations; indeed, Sanko, has af- 
vays made a point of flying in the face of 
onvention. And Sanko did. reduce its 
exposure to some of the newbuildings 
over which it had control: those that it 
had ordered on its own account {40 in 
all, according to the. 1983 annual Xg- 
port). The remaining 83 ships, however\ 
had been ordered 2 Japan's powerful 
trading houses on th is oÑ 
gmecharters J 
Options. s 




















lumbered ‘with a fleet 
worth US$4 million less | 
for them would not have left the sog 



































AS 1t turned out; | "SI 
ued with the ordering programme E 
underlying economics were still 
NQe assumption that the banks 
Ic jap between Sanko's sup- 
ply and the makket’s demand. 
- Despite ther¥ constancy over the past 
 18-months, there is some evidence to 
Suggest that the trading houses were not 
| entirely happy with the way Sanko man- 
- aged to draw them into its bulk-carrier 
scheme back ft the end of 1982. While 
j the initial ra&on d'etre of the scheme 
nad the full support of the houses (in 
that it provided the only hope of restruc- 
turing the company and helped the ship- 
yards at the same time), Sanko clearly 
played the trading houses off against 
each other. 

In what seems to have been a classic 
demonstration of pyramid selling, 
sanko first got a few of the work-starved 
shipbuilding companies to order some 
ships themselves at their own yards, on 
the basis of a firm long-term timecharter 
«rom. Sanko. The line then approached 
the trading houses and persuaded the 
traditionally conservative Sumitomo | BIS TIS. 9-06 
Corp. to back the scheme. Others MÀ eed 
quickly foll8wed. | TE | ; | 

According to a highly placed trading- 
.| house source, it took Sanko only five $| semiomocar | aoi ! 
| working days to persuade four shipbuild- | BENE ^ m 
ers and every major trading house ex- posa | i 
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partigipate. “Sanko utilised the spirit of 
competition between the. Arading | 
houses," the source told the REVIEW, | 
<| He also made the interesting remark 
.| that the trading houses were surprised 
. when the final tally of 123 ships was an- 
| nounced: “We thought it would be 
^| around 60," he said. AMO 
s colt was no sécret at that time that the 
| ading houses were desperate to find - S m ; | 
Y^ new sources of revenue — especially at | to the building contract is either the 
the expense of their rivals. When the | yard itself or a trading house, in many 
. dust finally settles they will probably | cases a leasing company had been 
ind they have made psecious little out brought into the deal to form a buffer 
fthe deal. |. — ^.  .' | between them and the charterer — 
Although the trading housesandthe | Sanko Steamship. No guarantee was 
shipyards will be the most visible victims | given to the leasing company bv the 
of Sanko's almost inevitable demise, the | tr: Jing house, unlike those cases when 
leasing companies also stand to be hit. | forgign banks were involved in financ- 
While in all the orders the actual part} 




































Dbrass-C TrOnt company of a trading 
ea esta oO HOUSE. Those leasing companies known 
A a l to be involved include Showa Leasing 
on behalf of Sanko ere 7 : k 
9 Co. (two ships), Ryoshin Lease Co. 

(eight) and Orient Leasing Co. (tw). 
Sources in Tokyo told the Review 
that 15 ships of the original 123 ordered 
have already been sold off to other own- 
ers, while reliable statistics show that 36 
5*3 8 ofthe newbuildings had still to be de- 
M oe gu reet am d livered two days after Sanko filed for 

ippon 


Contractor 


n Shipt building Co.,Ltd A .52. court protection. This latter figure in- 
- : 2,82 .8 cludes 12 ships ordered by Sanko itself. 

| These had already been postponed in- 
definitely long before the recent crisis. 

Sanko Steamship's general manager 

Of business. .research, Yoshitaka 




















Pf cept Mitsui & Co. and C. Itoh & Co. to ioa — S = ^ n : e | 





inekhapurchase of a newbuilding by the . 
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negotiatio 
taking plac 
consider it 
undelivered ships wil 
led. If that proves ta: 
shipbuilders will be 
















Lao | “De particulariy 
hit: THI, Kurushima. Mitsubish 
Matsui, | 















m VEN if these contracts are cancel 
Sanko's almost certain demise: 
still leave a very large fleet of ships 
will have to be managed by some 
though Sanko was still paving itsc 
hire on the new ships — and the 
fulfilling its contracts with the f 
houses — the sogo shosha star 
cussing the creation of a jointly. 
operating company on the day the: 
filed for court protection, 
The REVIEW understands that. 
initially refusing to join the di 
sumitomo Corp. agreed a day 
help five other firms including | 
beni, Nissho Iwai and Mitsub 
to explore the possibilities of 
, Rew company to own the ships. t 
of operating the fleet themselv. 
thought more likely that the fir 
charter them out to other Japan 
ping companies. 
One option that does not. 
have been seriously entertained i 
ting the ships up for sale. The : 
value is so much lower than the 























































































































ud 
orice that few of the creditors coul 
ily absorb the loss that would 
The only way out of the mess : 
be a concerted decision by the í 
houses to allocate sufficient cay: 
the ships on long-term conti 
such time as the market impr: 
the very existence of these 
market recovery almost 
much before 1990. 
| The delivery of each new, ship 
| added to a global overcapacity in t 
| bulk-carrier sector now estima: 
the Japanese shipping major, 
| Yusen Kaisha (NYK) at 43.2 
dwt, or nearly 20% in excess of den 
| With each new delivery and addition 
the surplus, the downward pressure c 
the freight rates has become more c 
| stant. Spot-market rates for han 
| sized bulkers such as Sanko's varied 
tle during 1984 from an average of abo 
US$4 400 a day for a trans- Pacific rout 
trip. Rates have eased 10-155. sine 
then. E : 
Even with its extraordinarily f 
able purchase terms, Sanko's new 
of bulk carriers are estimated by T 
shipbrokers to need US$5.500-6.00 
day to break even. Once the thr 
grace period on the repayment oi 
pal expires, these ships will need 
USS$9.000 a day. For mos 
ships, this grace period wili 
1987. when NYK has predicted. 
bulk-carrier surplus will have r 
nearly 25%. aNic 
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4 the back of Sanko Line’s 1984 
bé fleet list is printed a proud legend: 
The largest fleet in the world.” If the 
cal 1985 list is ever printed the word 
ankruptcy” may well be more ap- 
propriate than “fleet.” 
When the banks finally set to work 
otting up how much Sanko has cost 
hem, they could find that the knock-on 
ffect of the line’s collapse has been far 
greater than the 1.3 trillion (US$5.5 
billion) estimated as being attributable 
to Sanko alone. At the end of March, 
Sanko had no less than 217 ships total- 
ling 18.02 million dwt on charter from 
other owners, out of its total fleet of 264 
ships aggregating 21.4 million dwt — 
about 4% of the world's commercial 
ping tonnage. 
Although Sanko refused to discuss 
question of the number of ships on 
r from Hongkong owners, an 
isis. of the March 1984 fleet list indi- 
that more than 50 may have come 
that source. Around 20 of these 
— according to the list — owned 
Sir Yue-kong. Pao's World-Wide 
roup, including five large tankers of 
nore than 100,000 dwt, three 50,000- 
dwt liquefied petroleum gas carriers and 
r large combination carriers, in addi- 
! to some smaller dry-bulk carriers. 
Other Hongkong owners who fea- 
'd prominently include textiles mag- 
Chen Din-hwa's Nan Fung Deve- 
ment, the Chao family's Wah Kwong 
pping and Pao's elder brother C. L; 
Regent Shipping. Apart from Nan 
ng's, the ships are all quite old — 
g from between eight and 14 
in age — and have, therefore, 
ably been written down sufficiently 
ke an immediate crisis unlikely. 
er, the charters with Sanko were 
icluded on such favourable terms to 
ie owners that a major source of in- 
ome is now in jeopardy. 
"Shipbrokers have.told the REVIEW 
tit may well have been the Hong- 
kong owners' reluctance to agree to a 
reduction in this steady source of in- 
come that prompted Sanko's three main 
banks to force the line into the courts. 
The senior vice-chairman of World- 
Wide Shipping Agency, Helmut 
Sohmen, denied this, however, saying 
that when Sanko representatives 
sounded out the owners on the question 
of a 40% reduction in hire about a year 
go, the reaction was very cooperative. 
anko's main problem appears to 
have been the charters on its very large 
crude carriers (VLCCs) and the fleet of 




































































ed on a bareboat basis at high rates 
for 10-year periods, renewable at the 
ners optien (rather than at Sanko's) 









e seeds of Sanko's plight were sown a decade ag| 


Pao: charter link. 


.based Palm Line chartered 1 


80,000-dwt tankers which it had ordered. 
its behalf and chartered in more than | 
years ago. The tankers were char- | 

| reduction of 150 ships by March this 
| year, leaving a lean, well-balanced fleet 








for a further five-y ar period. It is. 
understood that somg of these charters 
also contained provisfons for further ex- 


tensions of up to three years at the own- 
ers’ option. These options appear to: 
have been exercised. | | 

Contrary to the accepted wisdom, 
Sanko's 1973 ordering spree of 56 
medium-size tankers was not the mas- 
terstroke it was made out to be, accord- 
ing to a broker close to the deal. "It was 
the first major wrong decision to be 
made," he told the REVIEW. “(Toshio] 
Komoto [a major shareholder and 
former president of Sanko] got a little 
out of touch with realities." 


The reality was that having chartered | 


in the medium-size tankers at a 
bareboat rate of US$1.55 adwt a month 
for 12 years from Hongkong, Greek and 
US owners, Sanko attempted to 


 timecharter out the ships to other own- 


ers at higher rates on the assumption 


that draft restrictions at US ports would 
create a permanent demand for 
medium-size tankers. The extensive use 
of Caribbean refining capacity at deep- 


water ports put paid to that idea. 

l ronically, the US has turned out to be 
an important employer of the 80,000 

dwt tankers — but 10 years too late At 

the beginning of this year the Berm 


ships for one year in a Xle T frolving 
movement. of crude from Mexico or 
Nigeria to the US. The rate was around 
the US$2 level, plus a share of any profit. 

Sanko’s tanker operations have 
proved to be a constant drain on the 
company's resources, and its seeming 
inability to get rid of VLCCs Iqsing 
¥100 million a year has exasperated its 
bankers. Only one VLCC was sold last 
year out of total fleet disposals of 37 
ships amounting to 1.5 million dwt. 
Tanker disposals were supposed to have 
accounted for most of the planned fleet 


of 10 million dwt with tankers compris- 
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In the event of Sank failing to sur- 
vive its present.crisis, W tankers total- 
ling 11 million dwt will be returned to 
their owners, But as most of them were 
either being traded on the spot market 
or else were performing kontracts of af- 
freightment (COAs) aM spot-market 
freight rate levels, downward pressure 
on the market is not expected to be 
great. However, as there already exists 
a surplus of 95.7 million dwt in global 
tanker capacity; it is unlikely that these 
ships will ever operate again. Most will 
end up in the scrapyards. 

Sanko's withdrawal from the dry- 
bulk market will have a major effect on 
that sector. The line's constant message 
to chartering brokers had been: "We've 
always got a ship where you want it" and 
competing lines always knew they had 
| to beat Sanko to stand any chance ot 
winning business. With the news, 
shortly. after. Sanko's application. for 
court protection, that five of its spot fix- 
tures for coal out of South*Africa had 
been cancelled, many brokers were in- 
clined to predict a sharpening in rates 
for prompt lifting out ef that area, and 
an overall blip in the dry-bulk marketsis 
expected. In the long-term, however, 
| rates could fall if the trading housgs put 
| the handy-size bulkers up for sale at dis- 
{ress prices. 

As the news of arrests and attach- 
| ments. of Sanko ships in the US and 
| South Africa spread in early August, 
the business departments of tlfe other 
major Japanese lines were inundated 
with requests for short-term cover from 
Sanko's charterers.-A general manage 
in Mitsui OSK Lines’ research depart- 
ment, Hiroshi Hidaka, told the 
REVIEW, however, that the rates of- 
fered by the chasterers were so low thal 
the lines were not too interested. 

The real prizes to be gained from the 
collapse of Sanko are the long-term 
COAs it holds from Japan's raw-mate- 
rial importers, and those it has wori 
om foreign charterers. “All the majors 
re knocking at the door of the foreign 
harterers," one Tokyo broker said, but 
until Sanko.can be proven incompetent 
to perform these COAs (throughenon- 
performance owing to ships being Wg- 
rested) there is nothing tag charterer 
can do, however tempting the offer 










n ore for Nippaiestee B 
the high feas. It holds contracts for 
million fons of ore a year from Nippt 
Steel, d00,000 tons of ore. year f 
.Sumitohwo Steel and one xr (^t con- 
tract left to rug an ore carrieeon a hut- 
 tleservicefor Kobe Steel. 13 . —— 
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‘first’ for the Review, this Focus on Asia's Travel Trade m 
is not a destination guide but a detailed analysis of the entire 
tourism industry in Asia and its place in the national _ | 
S | economies of the Region. 





ME The Focus to be published i in the issue cover-dated 12 | 








oo... September 1985, will examine every aspect of tourism from 
MEE the airline i ndust htthroug : 
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By Robert Cottrell in Sydney 


"he 16 foreign banks invited to es- 
A tablish fully licensed commercial- 
ank subsidiaries in Australia expect to 
command a 20% share of the nation’s 


cording to a recently published study 
ompiled by Canadian banking consul- 
tant Brian Metcalfe. The banks are now 
volved in final detailed negotiations 
ith Australia's Reserve Bank, and are 
kely to begin opening their newly es- 
tablished subsidiaries for business later 
this year. 

In practice, say Australian bankers, 
ot all 16 are likely to want to operate 
diversified retail and wholesale ser- 
permitted to commercial banks. 


banking contenders, and say 
he other applicants see the licences 


if any change to their essentially 
sale and  investment-banking 
ness. 

Despite the prospect of increased 


nd bank analysts say that the out- 
or established domestic commer- 
banks remains bright, and that non- 
financial institutions will be the 
cipal sufferers. Recent sectoral 








m > Jacksons, and Melbourne 
ckbroker J. B. Were, say commer- 
al-bank shares are cheap both on fun- 
entals and relative to the stockmar- 
| as a whole. 





tential incoming banks, and found 
willing in most cases to provide de- 
led breakdowns of existing and pro- 
jected operations. None of the institu- 
tions is wholly new to Australia: all have 
some ‘existing involvement through a 
erchant bank, finance company or 
representative. office. Collectively, the 
16 expect, to increase their staff from 
about 4,000 now to more than 8,000 by 
1990. They told Metcalfe that they ex: 
pect to be operating an aggregate 82 
ranches by the end of 1985, roughly 
wice that number by the end of 1986, 
and up to 246 in five vears. 
- Metcalfe says the foreign banks al- 
dy manage some A$10 billion 
57.1 billion) of assets through their 


















f T. Australia’ ’s largest bank. 
| , comme. ci; il-bank Sub- 












11.575- billion, capable of support- 


abilities on the basis of the 6. 5% 





ustralian banks await the influx of foreign competifi on 


banking business within five years, ac« 


regard perhaps six as serious full- — 


a question of status, while planning. 


eign-competition, Australian bank- - 





| Views from the Sydney stockbroking 


Aetcalfe interviewed officers of all. 





xisting activities in Australia, making 
t in total, roughly a quarter thesize | 
3 | US banks. Potentially the most interest- 
|, ing entrant bank from a retail viewpoint 
| is Bank of America, which has Austra- 
sara aggregate equity capital of <lia’s leading chain-store group, G. J. 


f an additional AS$24 billion of other . 





capital ratio expected to be applied to 
new banks, at least initially.. Of the 
16, six are North American, four. Euro- 
pean and six from Asia/Pacific coun- 
tries. 

A major preparatory step for several 
of the incoming banks has been to find 
Office sites, in line with Australian Gov- 
ernment insistence that the newcomers | 
show their commitment to retail bank- 
ing by opening street-level branches — 
even though: ali of them seem to view re- 
tail business with considerably less en- 
thusiasm than corporate business. With 
a prospective medium-term total of 200- 
300 branches between them, the new- 


RETURN ON EQUITY 


| 1982 — 1983 1984 
|] US money centre banks Eus - ]US regional banks 


Note: Returns relate to net _ 
. protit on average total assets. 


p. Australian banks Source: J.B. Were & Son. 


REVIEW GRAPHSby Frank Tam 


comers would offer little challen 
the 4,000 branches of tbe three p 
listed commercial banky. " 


he least. enthusiastic branch bank- 

ers are the three Japanese institu- 
tions — Bank of Tokyo, Industrial Bank 
of Japan and Mitsubishi Bank — which 
told Metcalfe that they expected to 
open just 15 branches between them 
over the next five years, compared with 
up to 130 branches planned by the five 


Coles, as a 25% shareholder in its Aus- 
tralian commercial-bank - 


. ries have now lessened. ° 





world's most heavily banked societies at 







subsidiary, |- 
onm. McMurtrie, an associate director 





ready has a well-est 


syndicating loans for Australian corpo- 











































rate borrowets. McMurtrie believes the 


operation can manage the shift to 
broader-based. commercial-bank ac- 
tivities without dilutinglts specialist ex- 
pertise and appeal in coyporate and in- 
vestmem banking. "Out corporate fi- 
nance people,” he concedes, “were ini- 
tially horrified” at the prospect of 
operating within a commercial-bank 
format, but he believes that those wor- 





i 
One source of reassurance is that the 
former Hill Samuel Australia, one of | 
the country's premier investment |. 
banks, sought and obtained commer-..- 
cial-bank status six months ago, without. 
any apparent damage either to staff ' 
morale or client loyalty. (It was also re 
named Macquarie. Bank, and its was , 
ownership restructured.) Macquarie | 
managing director Tony Berg says the _ 
bank's transition was painless in terms | 
of client ano staff perceptións, and that | 
the implicit backing | 
given by the Re- | 
serve Bank to li- | 
censed commercial 
j| banks has worked 
. to Macquarie,s ben- | 
efit in, for instance, ~ 
the position limits al-. 
located to it by other | 
banks in the foreign- | 
exchange market. 
The ifflux of 
new banks is going 
to mean still more 
, competition in wh 
dsalready one of the 




















the retail level. < Australia has 45 4 
branches for every. 100, 000 people, vsZ..- 
in the US and 21 in Britain. Nor do th- , 
established commercial banks*plan to 
make themselves a sitting target. Bill 
MclInnis, Westpac’s general manager for 
:tail banking, notes that his own bank's 
upgrading of its retail network includes | 
investment in 450 automatic teller 
machines over the past five years, a 
pioneering electronic point-of-sale pay- 
ment system, and a ere di re- 
structuring to deliver basic retail seres 
cheaply and electronically at the loc 
level 

, Atthe pore le cl. wit 
























CUm DAD. bank credit lines 
scarcelf be in. short supply — despite 
prevajfi ing high. interest rates, 


























ima Dpe E | 1y 
. further r decline i in the quality of Austra- 
[Hen corporali eredit, where most of the 


“new bagk lending will in practice be 
concentrated. | 
Almost aN the foreign banks told — 


Metcalfe thaN)hey thought they were 
viewed unfavourably by domestic in- 
stitutions. But Stuart Fowler, Westpac’s 
chief general manager for international 
and corporatd business, says that his 
bank has actwely encouraged Austra- 
han financial liberalisation, mainly to 
facilitate closer ties with other re- 
gional economies and financial institu- 
tions. 

He says his only serious reservation 
about the curgent wave of foreign bank 
entrants is that he would like to have 
seen more licences going to banks from 
other Asian countries: of the 16 new en- 
trants, the Asian representation com- 

rises only the Hongkong and Shanghai 
Banking Corp., Singapore's Oversea- 


Chinese Banking Corp., the three Ja- 


panese banks, plus a special branch li- 


cence extended separately to Bank of 
China. Westpac has been one of the im- 
mediate beneficiaries of reciprocity 
deals triggered by the Australian in- 
vitations: it announced on 15 August 
.the receipt of a Japanese Govern- 
ment licence to gpen a bartk branch in 
Tokyo? 


















™owler says Westpac has little fear 
from increased domestic competi- 
tion: “They are already here,” he says of 
the foreigners, “and have been here for 
some time. in some shape or form." 
Stockbrokers seem to agree. Jacksons’ 


Westpac because he says it has the 
strongest balance-sheet in a generally 
attractive banking sector. Were’s Brad- 
y Rees forecast in July total returns of 
35-52% over the next 18 months to tn- 
vestors in commercial-bank shares. Pul- 
"an says deregulation is reversing the 
ong-term decline in Australian banks 
share of the credit market, and that they 
are now clawing back market share 
from non-bank intermediaries such as 
finance companies, building societies 
and credit unions. Rees notes that ov 

the 12 months to July, hasce Como 





deposits grew 11%, while the major, 


A 


commercial banks added 17 

For coporate treasurers and market 
raigefs, tbe-entry of the foreign banks 

scarcely be other than a delightful 
LE particularly if the early phases 
ragon are marked by a scrabble 
The banks them- 
policy witk 


















customers = undercuttin 
gerfinesut of 10 said in ams 
Gestion that some form af 


bank analyst Mike Pulman recommends | 






















ofaght 


India seeks outlets for large 
surpluses of wheat 


By Mohan Ram in New Delhi 
A embarrassment of surplus food i$ 

lying almost unprotected in Ind 
exposed to the sun and rain. Almost: 
fifth of the grain crop for 1984-85, mos 
of it wheat, has been warehoused == 
with much of it sitting in plastic bags for. 
several weeks for want of proper stof« 
age space. The record grain stock, putat 
about 30 million tonnes, is already cost 
ing huge sums both in storage costs and 
in the bank credits involved. If it c: 
be warehoused, consumed or expo 
before the new harvest drrives in. 
cember, it may simply rot. Some is 
ported already to be unfit for hi 
ird 







































| Sydney's finance district: times of change. 






















grain in the endi a l he 
relatively expensive. P ue 

mean subsidies — an additional expe 
and an awkward political situation 
country where roughly half the 
tion lives below the poverty level i 
ritional terms. Yet even for sue 
poorly fed population, there is toc 
grain on hand. It has been estimat 
that India needs a core buffer stock 
some 12-13.5 million tonnes, 
another 6-8 million tonnes’ safety n 
gin. The peak inventory level is : 
posed to be no more than 24 million ton- 
nes on any given Í July (the crop year its 
self ends in March). | 

There is a significant imbalance t 
tween wheat and rice. Rice is India: 
main cereal. In 1983-84, the coun 
grew 59.5 million tonnes of rice, agai 
45.5 million tonnes of wheat (oth 
cereals accounting for the total food 
grain crop of 151.5 million tonnes). 
India’s surplus is thus in wheat, and 
the achievements of its Green Revolu- 
tion are limited to this crop. The Green 
Revolution has left rice virtually unm- 
touched and big improvements in rice. |. 
yields are in wheat-eating areas and noti 
in the rice tracts. In terms of domestic 
prices, a kg of wheat is much che: aper 
than a kg of rice, and India coufd well do 
with more rice rather than more whe: 

At the beginning of every crop ind 
son, the government announces it 
guaranteed grain- m ie price. Farm- 
ers are free to sell their surpluses on the. 
open market if they find prices there à a 
higher, but in a glut year, the gover 
ment price is more attractive. T he g gr 
bought by the government goes i 
buffer stock which is used to : 
network of fair-price shops. There. 
statutory rationing, but in urban. 


sameeren. 
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grain, sugar : 
'ms from the fair-price shops at prices 
xed by the government. — — 




























ect on prices in the open market. The 
off-take of grain from this network 
known as the Public Distribution Sys- 
em) has varied. It rose from 13 million 
onnes in 1981 to 16.21 million tonnes in 
/83, but dropped to 13. 42 million ton- 
'$ in. 1984. 
‘Successive bumper harvests in the 
183-84 and 1984-85 crop years have 
ent grain buffer stocks soaring. There 
record government procurement of 
17 million tonnes in 1984-85, sur- 
assing the previous year's record by 
million tonnes. Since the monsoon 
is behaved well this year, the grain- 
duction target of 160 million tonnes 
vell be reached. Last year’s pro- 
ion is estimated at 148 million ton- 
against about 151.54 million tonnes 
83-84. Back in 1980-81, annual pro- 
on was only 129.59 million tonnes. 
t the beginning of June, the buffer 
. stood at 28 million tonnes (of 
h rice accounted for only 7 million 
es). It has now reached a peak of 30 
ion tonnes and at least 10 million 
nes (mostly wheat) has had to be 
under sheets and thereby ex- 
ed to sun and moisture. (It has been 
ated that stocks may rise to 35 mil- 
tonnes at the end of the next mar-. 


g year, ) 












dia faces tough competition in 
ie market. Its wheat is quoted at 
1,800 (US$152.54) a tonne while 
‘price of US wheat has slumped to 
632 a tonne. Although India has a 
ght advantage of Rs 180a tonne over 
US, it could not sell wheat in Pakis- 
or even to Sri Lanka, where it lost 
to the US by Rs 24 a tonne. 

Every tonne of wheat exported from 
uffer stock will cost the govern- 
Rs 2,200 a tonne because until 31 
lv wheat stored in Punjab state (the 
ggest grower) cost the government 
$ 1,920. This includes the handling and 
torage charges and interest on the 
ds tied up. The cost is rising by Rs 22 
onne each month. On top of this, ex- 
sorts of wheat also mean rail, port and 
freight charges. And, the transport sys- 
em cannot cope; the railways, 
mple, cannot move more than 8-10 
ion tonnes a year from Punjab and 
Haryana. But the government's annual 
0yrocurement from these states is more 
n that. 7 

India has found a astuce buyer in 
e Soviet Union. After buying 500,000 
nes initially, the Soviets showed re- 
érvations following a controversy over 
the incidence of disease in the grain sup- 
lied. Now they are inclined to buy 2.5 
lion tonnes of Indian wheat to meet 
ort requirements, estimated at 
Ilion tqnnes this year. But India will 
to subsidise the sale heavily. - 
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Engines: for new alaysian Boeing spark a furore 


By James Clad in Kuala Lumpur i 





| laysian. Govenmnenk over Tast- -mi- 
nute changes to a planned purchase of 
British-made jet engines by the national 


carrier, Malaysian Airline System 
(MAS). Although details are sketchy, 
the dispute appears to pit Finance 
Minister Daim Zainuddin and some US 
aerospace. interests against technical 
evaluators — not only from MAS, but 
also from the government's own Trans- 
port Ministry. 

MAS had planned to take delivery of 
a single Boeing 747-300 passenger jet in 
June 1986, and to fit it with an upgraded 
version of the Rolls Royce - ARR) 
RB211-524D4 engine now powering the 
airline's two 747-200 jets. However, a 
deal is being discussed with Pratt & 
Whitney of the US, to supply engines 
for the aircraft. The 747-300 has a 
stretched upper deck, increasing pas- 


'senger capacity for MAS' anticipated 


entry into the US market with two 
flights a week, and for additional 
weekly flights to London. MAS also 
operates four European-made Airbus 
Industrie planes and three DCIO air- 


TRADE 


Close to snapping 


Inro's unity is stretched by a price-support cut 


By James Clad in Kuala Lumpur 
Ag .a sombre background of 
steadily weakening natural-rubber 
prices (REVIEW, 22 Aug.), 28 members 
of a 33-nation council overseeing the In- 
ternational Natural Rubber Agreement 
(Inray had a confrontational session 
here on 13-15 August. Facing sfrong 
and generally unified consumer-co 
demands, notably by the 
countries, producer members of the In- 
ternational Natural Rubber Organisa- 
tion (Inro) sullenly accepted a 376 cut to 
thegbenchmark support price that is a 
centrepiece of the 1979 Inra. 

But this change was basically au- 
tomatic, as set out under the mechan- 
isms of the agreement. It deals n@ither 
with the future of the agreement itself 
(which runs to October 1987), nor with 
the more fundamental problems plagu- 


ing the industry; for example, whether | 


the market is as actively traded as it 
once was. Much of the commodity Is 
now sold in counter-trade arrange- 
ments, and the number of players; espe- 
cially the end-users, have declined over 


re ir an 
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craft, all of which are fitted with Gen- 
eral Electric (GE) CF6-p0E2 engines. 

According to well-pliced sources in- 
side the government, a Transport 
Ministry paper recommadnding the RR 
purchase ran into unexpected opposi- 
tion at a 3 July cabinet meeting — which 
decided to create a Finance Ministry 
review team to vet the proposal again. 
An immediate consequeace of the delay 
in going firm on the British engines is 
said to be the putting back of the 747- 
300's delivery date; Boeing's strict pen- 
alty clause a could require 
MAS to pay US$1 million for taking de- 
livery, not in June, but in the US com- 
pany's third quarter (July-September 
next year. 

Sources said Daim's review team re- 
ported to the cabinet on 7 August — ai 
recommended not only a change to the- 
engine supplier but also to the pace at . 
which MAS is replacing its aircraft fleet. 
Instead of the RB211-524D4 (Upgrade) © 
engine, th® committee urged the use of - 
Pratt & Whitney JT9D-7R4G2 designa- 
tion engines. Instead of leaving the 
MAS take-up of 747-300 version pur 














the years. The volume of rubber actual- 
ly passing through world markets m: — 
even be declining — despite higher pr 
duction and consumption leve]s. Price 
changes for end-products rarely reflect 
raw-material cost changes. | : 
Sources from both consume and 
leer camps of Inro described the 
gathering as "rancourous" and as appa- 
/ rently “unwilling to come to grips with 
deeper problems afflicting natural rub- 
ber's share of the world elastym@r mar- 
ket." The meeting also stuthieusly aqoid- 
ed a number of issues, including Y 
method used to determin-the price 2 
which Inro-intervenes in the mgr 
The intervention | is 
trade, and 3 t 
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igear in Singapore and 
nd alfost no effect. Mear 






ducers are. finding the sppr 
mechanism irfcreasingly unsatisfactory. 

During the past year, Inra con- 
‘sumer countries have begun to chafe 















to one for the time being, the committee 
said firmer plans should be made to buy 
more of the aircraft, working on a “roll- 
over” finance principle similar to that 
used b\ neighbouring Singapore Air- 
lines. 

Interests Wgked to RR and GE said 
their compa were not consulted by 
the Finance Mfnistry evaluation team. 
Despite further consultation with MAS’ 
management after 7 August, sources 
said cabinet upheld the Daim commit- 
tee's recommdgndations a week later — 
on 14 Augus MAS technical advisers 
are said to be working to Complete 
specifications for the Finance Ministry 
plan in time for a meeting with Pratt 
& Whitney representatives on 30 Au- 
gust. P 

hanging the engine's suppliers 

could complicate Malaysia’s often- 
troubled ties with Britain: though Prime 
Minister Margaret Thatcher on a visit to 
Malaysia in April in principle accepted 
Malaysia's case for a fifth weekly MAS 
flight to London (REVIEW, 25 Apr.), 
the loss of an expected sale of the RR 
engines (which have not yet been for- 
mally certified for the 747-300 aircraft) 
could sour fhe willingness, at the politi- 
cal level, to accede to MAS' wishes. 
A joint British Airways (BA)-MAS 
working group will meet seon in Lon- 
don to*talk overifth-flight details, and 
though BA has been careful to avoid 
suggestions of any linkage between a 
e. 


under the growing burden of price 
support. Members now have about 
M3900 million (US$365.8 million) tied 
up, à figure that includes the manager's 
most recent call for M$185 million — 
due by 9 September. Under Inra, 
once the manager has accumulated 
47200,000 tonnes of rubber, a mandatory 
3% cut to the reference price must be 
made — unless two-thirds of the mem- 
5ers (on both the producing and con- 
k 
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Ahmad; rubber tapper: confrontational session. 
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MAS' Boeing: row over engines. 


fifth weekly flight and the engine deal, | MAS purchases Pratt & Whitney en- 


Whitehall's calculations could be differ- 
ent. 

If the modified plan proceeds, there 
could be large financial implications: 
several industry sources, some perhaps 
self-interestedly, said US$100 million 
could easily be spent for engines for four 
of the new Boeing jets. Sources caution- 
ed that the engines issue is complex: on 
the one hand, the airline fears that 747s 
equipped with RR engines might be 
more difficult to sell on the second-hand 
market as only about 50 of the approxi- 
mately 620 747 aircrafts now operating 
have RR engines. On the other hand, if 


suming sides) agree to a different figure. 

The members' money goes towards 
financing the buffer-stock mechanism 
(which includes warehousing, insur- 
ance, inspection and financial-advisory 
fees as well as direct purchasing costs) 
and also towards the costs of running 
the Kuala Lumpur-based Inro 
which houses an executive director 
(an Indonesian) and the buffer-stock 
manager (an American). A few lag- 
gards — notably Mexico 
and Peru — have been 
slow to pay recent calls 
for additional  buffer- 
stock finance. 

- The price-support re- 
vision (which comes on 
top of a 1% cut agreed 
upon in May 1982) has 
cast a pall over the future 
of the accord, described 
by one US trade offiĝal as 
the "best of a bad lot" of 
multilateral, commodity- 
stabilisation agreements 
negotiated during the 
1970s. With the buffer- 
stock manager believed 
to be holding more than 
340,000 tonnes, Inra's 
buffer-stock ceiling of 
550,000 tonnes the 
existin 400,000-tonne 
limit plus a 150,000-tonne 
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gines, it would be servicing three differ- 
ent engine types — an unwieldy task for 
a small airline 

In Malaysia, RR is represented by 
interests linked to Negri Sembilan roy- 
alty, notably Antah Holdings’ Tunku 
Imran ibni Tuanku Ja'afar and Tunku 
Naquiyuddin ibni Tuanku Ja'afar. 


| Datuk Eric Chia (on the board of Unit- 


ed Motor Works amd known to be close 
to Prime Minister Datuk Seri Mahathir 
Mohamad) represents Pratt & W hitney. 
Neither Chia nor Finance Ministrs rep- 

















resentatives have been available for 
comment. p 
contingency cushien — is closer than 


ever. The signs of continuing slack de- 
mand are worrying the big producers 
which like Malaysia, have nurtured a 
large number of rubber smallholdings 
over the years. 

Malaysian delegation leader Ahmad 
Farouk made obvious his country's and’ 
other producers’ dismay at the «price 
support drop, suggesting in closed ses- 
sions that Malaysia might feel obliged to 
give the obligatory year’s notice of in- 
tention to leave the Inra if stronger 
producer supports do not materialise 
(Malaysia, the world's top rubber pro- 
ducer, signalled the same intention in 
May 1982 after the group approved à 
1% drop in the reference price.) The 
Thais were apparently prépared to fol- 
low Kuala Lumpur's lead if push came 
to shove but the Indonesians ap- 
peared to be straddling the fence. After 
Malaysia, Thailand and -Indonesia top 
the list of rubber producers 

The immediate effect of the meeting 
is to lower the reference price used by 


the buffer-stock manager. Pegged half- 


way between the manager's floor and 
"2 ` ' 
ceiling prices (which represent his may- 


buy and may-sell trigger points) the re- 


ference price now drops to 2,017 “Ma- 
laysian-Singapore dollars"; that is. to 
the mean value of the two units at cur- 
rent exchange rates. The must-buy 
point is 15% below this. * 0 
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Computer terminals; grain harvest; copper miners: middle income target. 
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China can do it, says the World Bank, if... 





By Robert Delfs in Hongkong 


hina’s long-term economic aim, 
communist party General Secret- 
ary Hu Yaobang recently announced, 
is to catch up with the world’s develop- 
ed countries by the middle of the 21st 
century. To reach that goal, China's 
very low per capita income would have 
to increase by at least 5.5% a year for 
the next 60 years. As an interim goal, 
the Chinese Government has targeted 
the quadrupling of the gross value of 
industrial and agricultural output 
(GVIAO) — China’s most frequently 
used measure of overall national out- 
put — and increasing per capita na- 
tional income from about US$300 to 
DS$800 between 1980 and the year 
2000, an average annual growth rate of 
5%. 
This target is feasible, the World 
Bank says in an as-yet confidential re- 
rt on the Chinese economy. If popu- 
Eon growth can be held to about 1% a 
year, quadrupling GVIAO would mean 
that China could achieve its income- 
growth target and enter the ranks of 
middle-income economies by the turn 
of the century. The investment rate 
needed, approximately 30% of national 
income, is consistent with past levels. 


_ The actual per capita national income 


owth achieved in 1979-84 — 6.8% — 
is well above the targeted rate. 

But attaining this target will depend 
upon how efficiently resources are used, 
the report says, and the conditions for 
sustained, rapid growth are far from 
fully met except in agriculture. If effi- 
ciency of investment were no higher 
than the 1957-77 average, per capita in- 
come growth would slow to about 4%. 
Growth could be slower still, moreover, 
if agriculture*or energy production en- 





countered unforeseen obstacles, or if 
there were serious domestic or interna- 
tional misfortune. 

As an alternative to the relatively 
high-risk strategy of quadrupling 
GVIAO, the World Bank has outlined a 
different development path which it 
calls the Balance scenario, stressing 
rapid development of services (includ- 
ing commerce) and more efficient use of 
investment and other resources. This 
approach would shift the structure of 
the Chinese economy from the present 
Soviet-type pattern towards the sectoral 
balance of Japan and other successful 
developed countries at comparable 
stages of development. 


THE SUM OF THE PARTS 


Structure of China’s output compared 
with others in the region 


% share GNP 
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While the interim goal of quadrupl- 
ing GVIAO would not necessarily be 
achieved, Ghina could still attain its 
target of raising per Capita incbme to 
US$800 by the year 2000. Moreover, 
the target rate of national income 
growth could be reached with Power 
rates of investment (and hence higher 
consumption levels) and with less strain 
on energy supply and transport capa- 
city. 


T report, entitled China: Long- 
Term Issues and Options, is the sec- 
ond major study of the Chinese econ- 
omy undertaken by the World Bank. Ar, 
previous report, China: Socialist Eco- 
nomic Development, completed in 1981 
and published in 1983, broadly er 
dorsed China's conomic reforms an 
was widely influential as the most com- 
prehensive study of the Chinesé econ- 
omy yet undertaken. 

The new report consists of seven vol-, 
umes, including a main report, detailed 
examination of issues in education, ag- 
riculture, energy and transport; a com- 
parative study of China's economic 
structure and an explanation of the 
computer model of the Chigese fcqn- 
omy used in the report. The docume 
based on work by members*‘ef an econo- 
mic mission which visited China twice in 
1984, has not been pubk 






energy Or access to advanc eign 
technology. In these terms, the “condi- 
tions for rapid, sustained growth are at 
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present far from fully met in China, ex- 
cept in agriculture where outstanding 
progress has been made in recent years 
with the introduetion of the production- 
responsibility system,” the study says. 
The repoht is therefore explicitly pre- 
mised on thé*entral committee's Oc- 
tober 1984 Dét'Nion on urban economic 
reforms. - 

Reforming the economic-manage- 


ment system T involve coordinated | 


progress in three areas: 

» Greater use of market regulation to 
stimulate innovation and efficiency. 
» Stronger planning cantina indirect 
and direct economic controls. 

» Social measures to counterbalance 
tendencies towards inequality and insta- 
bility. ` 

Rapid service-sector expansion, the 
report argues, is closely associated with 
system and management reforms. Ex- 
pansion of commerce would go hand-in- 
hand with expansion of market regula- 
tion and increased specialisation, Simi- 
arly, a decentralised economy cannot 
unction properly without a comprehen- 
sive system of commercial and contract 
law, and the institutions and personnel 
to carry it out. Enterprise-support ser- 
vices, including finance, accounting and 
law, are, therefore, corollary to expand- 
ing enterprise autonomy and specialisa- 
tion. The benefits of expanding the ser- 
vice seftor would more than make up 
for its costs, the report says, not only 
through direct services to households 
but afso by indirect contributions to the 
efficiency of industry and agriculture. 

China's exports have rapidly growrr 
to 9-10% of GDP (including non-factor 
services), a higher ratio than India and 
compargble to middle- and high-income 
continental economies such as Brazil 
and the US (though far less than the 

eninsular economies of South Korea, 
ailand and Malavsia). But there is an 
unavoidable tension, the bank says, be- 
tween the advantages of further ex- 
anding international contact and the 
anger of increased economic instabil- 
ity and increased regional inequality, as 
the benefits of foreign trade and invest- 
ment will tend to be concentrated in cer- 
tain localities. 

If contacts are to be increased, the 
question is whether China should move 
towards a truly *open door," or whether 
it should maintain the present “airlock” 
of staje intermediation — with separate 
price systems and foreign-exchange 
` gontrols which insulates China's econ- 
omy from thé rest of world. Greater in- 
volvement in the world economy can 
undoubtedly, raise economic efficiency 
* arkfinco n China, the report says -e- 

but the risk of greater involvement is 
that the domestic economy would be ex- 

sed to groduct-price volatilitw, infla- 
tiog and stations in world dgmartd. 
Larpe trade deficits or surpluses and un- 
wantetteapital flows would be more dif- 
ficult for the state to control. 

Although the report does not fully 
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River and rail transport: i JOVE. Source State Statistical Bureau 


On to the fast track | 


, is one of the critical sectors constraining economic — |- 


Tu like | 1 
periit o ina's transport has been in - 
the past 30 ,it servi heroe of demand, Wale SED 

wed very € in individual 





city is — transport sectors, notably the rail- — 
ways, service short of demand. The entire system is burdened by poor ` 
rineriiiendl Ania China efficiency is low consuming E 

By / 's transport , ng 
more than 3 ton-kilometres (TKM) for each US dollar of gross national pro- — — 

duct — against less than 2 TKM in India and the US. One reason is the extra- 

demands on the transport system by coal, which makes up . 

freight volume. China's most coal reserves are lo- —— 

cated in the northeast, while industry and population are mainly concentrated - 
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T E stint: oem AS E! 
Bank projections e TEM (anetoniog D ades year 2000 
——— n E industrial pem 1 
——————— improvements in transport. « 
efficiency) to a low of 2.4 trillion TKM, under the Balance scenario assump- 
tions of lower industrial growth, faster of the service sector and bet- 
ter efficiency gains. Changes in the structure and of the 


transport 
sector, however, will be at least as important as increasing overall transport ca- 


Pete road is the weakest link in China's internal-transport system, 
ik Stes rond density ofthe US). According fo the rogari flore sie Sul 
> to , are 
300- km of rural roads. Chinese authorities claim 600,000 km of rural 
roads, but this is still much less than India (900,000 km) or Brazil (1.2 million 


km). More than 85% of roads are and unsuitable for heavy trucks or 
all-weather use, and about 25% are y mud tracks. Such roads also im- 
pose high fuel and maint costs on the vehicles which use them. Most 


roads radiate from provincial ca or urban centres; there is no intef-urban 
or inter-regional network to the railway system, so many goods which 
would be better shipped by medium- or long-haul trucks (such as light indus- 
eee inim wien tiga Eee heavier ands on the ral Total 
ce heavier loads on the rail system: 
rail freight transport is projected to reach 1.3-1.7 trillion TKM, 2.3-3 times 
1980 levels. This could be achieved under the Balance assumptions, — 
the says, with a relatively modest 15% increase in the total rail network 


to 60,000 km and a of the 1980 average freight density. A 
Soviet Union between 1960 and 1575 rough 





was achieved in 
switching from steam to electric and diesel traction and double-tracking a 
of the rail network. — Robert Delfs 
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anticipate the problems China has re- 
cently experienced with trade decen- 
tralisation (it was apparently completed 
before the magnitude of the foreign-ex- 
change reserves drop in late 1984 and 
early 1985 became clear), it does warn 
that abrupt decentralisation would be 
unwise, "since most domestic enter- 
prises do not yet have appropriate moti- 
vation or independence, and since some 
prior changes of domestic prices would 
case the adjustments required." The re- 
port also urges careful monitoring of the 
exchange rate in the course of decen- 
tralisation, and warns that too high an 
exchange rate would encourage exces- 
sive imports while discouraging exports. 
The theoretical argument for foreign 
trade for China is that, beyond provid- 
ing access to modern technology, it can 
increase efficiency by encouraging spe- 
cialisation and achieving economies of 
scale. Trade can also stimulate efficiency 
by exposing domestic producers to in- 
ternational competition, though this 
must be balanced against the possible 
stifling of infant or strategic industries. 
A more direct linkage between 
domestic and world prices, at an ap- 
ropriate exchange rate, would provide 
tter signals to Chinese enterprises 
about the relative value of domestic 
products and imports, making it easier 
to identify where China's true compara- 
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Container ship: foreign trade exposes domestic producers to competition. 


tive advantages actually lie, and contri- 
bute to a needed widening of price diffe- 
rentials between low- and high-quality 
goods within the domestic economy. 


proce trade levels, in terms of 
percentage share of GDP, are simi- 
lar under the three economic scenarios 
examined in the report. The economic 
model constructed by the World Bank 
is really only suitable, however, for 
analysing sectoral demand for trade (in 
the form of short-term imbalances of 
supplv and demand), which is a residual 
of production and consumption func- 


Route maps of the path 
to 2000 and beyond 


E» World Bank looked at the long- 
term development options facing 
China's policymakers with the aid of an 
economic model of the Chinese econ- 


omy. The model was used to project po- 


tential patterns of growth and structural 
change to the year 2000 under three dif- 
ferent sets of scenarios. The three pro- 
jections — termed Quadruple, Moder- 
ate and Balance — are not predictions, 
but rather illustrate the likely implica- 
tions of certain policies in the context of 
other factors which may be beyond the 
Chinese Government's control. 

The Quadruple scenario is closest to 
current Chinese planning projections, 
the World Bank report says. This 
scenario assumes that domestic savings 
continue to account for a high (29%) 
proportidh of national income. China's 
goal of eh ling the gross value of 
industrial and agricultural output 
(GVIAO) by 2000 is attained. Gross 
domestic product grows by 6.6% a year 
and per capita GDP reaches US$800 by 
the end of the century. But high-speed 
(8%) industrial growth puts consider- 
able pressure on energy supplies and 
transport. 

The success of this scenario would 
depend on achieving a high level of eco- 
nomic efficieficy, equivalent at least to 


the average realised over 1952-82, 
with reforms checking the past tendency 
towards deterioration. In the model, 
economic efficiency is expressed as the 
aggregate incremental capital-output 
ratio (ICOR — the average amount of 
net investment needed to produce a unit 
increase of output). Specifically, China 
would need to achieve an aggregate 
ICOR of 4.5, which is similar to the his- 
toric ratio in China over 1952-82, but 
considerably better than the 5.5 ratio 
achieved over 1959-82. 

Other assumptions of this scenario 
are an average annual growth in crop 
production of 3.6% , doubling of crude- 
oil production over 1980-2000, and coal 
production in 2000 of 1.4 billion tonnes. 
Forejgn borrowing increases gradually 
towards a debt-service ratio of 15%. 

The Moderate scenario considers 
what would happen at a lower level of 
economic efficiency comparable tothe 
actual conditions over 1959-77. Econo- 
mic results in this period, encompass- 
ing recessions in 1959-62 and 1967-69 
that were associated with the Great 
Leap Forward and the Cultural Revolu- 
tion, were similar to those of the Soviet 
Union in 1950-75 and India in 1960- 
82. It is also assumed that crop pro- 
duction grows more slowly, at 2.9% a 
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tions. Exports rise from 8.4% of GDP in 
1981 to 10-11% in 2000, implying a net 
growth of 12-13.5% (in current US dol- 
lar terms), with import deficits of 
0.3-0.4% of GDP in all three scenarios. 

Manufactured exports, which were 
51% of total exports in 1983, are expect: 
ed to grow much more quickly than pri: 
mary goods. This is despite relatively 
slower growth in sales of textiles and 
clothing (currently the most important 
category of manufactured exports) for 
which China now accounts for 5% of 
world trade. 

Direct fereign investment, the re- 


year, and coal production in 2000 
reaches only 1.2 billion tonnes (thè cur- 
rent target). 

* In this scenario, GDP growth would 
slow to 5.4% and per capita GDP 
growth to 4.3%. This is still above the 
average growth rates of uppergniddle— 
income developing countries over 1960- 
82, but per capita national income 
would be slightly less than US$700. 









Squeezed by the high rate of invest : 


ment, household consumption would 
remain a relatively low proportion of 
national income, But due to the failur 
to achieve targeted industrial growt! 
rates, the pressures on energy supply 
and transport infrastructure would be 
less than in the successful Quadruple 
scenario. 


NU scenario, Balance, suggests 
rapid development of services (in- 
cluding commerce) as an alternative to 
the industry-intensive Quadruple formula 
and the low GDP growth- Moderate 
scenario. In Balance, investment is 

duced to 26% of national income. This 


allows higher levels of consumption, . 


and household consumption of com- 


mercial and: je ate E BM 
grows faster than in Quadruple. The 
n 


share of household income spent 

manufa¢tured goods grows meore slow} 
than i adruple and exfenditur¢,on 
food declines faster and is Offset in“part 
by increased eonsumption iiréstaur- 
ants. The various economic sectors’ de- 
mands for commerce and other inter- 
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4 3% * year in Balance while. re- 


feature of an administered econ- | 
omy, the report argues, and points — 


al geographic zones or 











was put forwafd earlier this y 
Chinese economist (REVIEW, 9 May 
Not surprisingly, the World Bank 
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endorses price reforms to giv market 
supply and demand a greater role, but 
acknowledges anxiety that .decontrol- 
ling prices.may lead to general price in- 
flation, due. to chronic shortages of 
many goods, and obstruct the allocation 
of materials to key projects. But the re- 
port rejects the argument that price re- 
forms can be long delayed. Soviet and 
East.European experience sug- 

ge it. chronic shortages are - 
porary result of produc-- 
balances but an enduring 







to China's successful efforts inde- | 
controlling agriculture. — =+ 


. But it may take years before 
supply and demand are fully re-. 
sponsive to prices. “Ching lacks- 


mediate services is increased by | 


maining constant. in Quadruple 
and Moderate, 0h 
> The rapid growth of commerce 

and other services in this scenario — 


| -createse additional demand. for: | "Ne 


f fixed-capital investment. This is. 





a 


‘offset, however, by various as- 
Sociated improvements in econo- 


«| mic efficiency within the commercial 


'sector and also in the economy àt large. 


it is presumed that a larger and better- 


equipped commercial system would re- 
luce enterprises" need to stockpile raw 
materials and intermediate goods, which 
reduces the requirements for circulating 
capital; and facilitate greater special- 
isation which would help economies of 
scale. These factors reduce the aggre- 


gate ICOR in Balance to 4.0, compara- | 


ble to Japan's capital-output ratio over 
1950-80. | 

co Upder the Balance scenario, indus- 
try grows at 7.1% a year, one percent- 


,age point less than Quadruple, while 


GVIAO growth is only slightly higher 


|. than in Moderate. The additional con- 








tribufions of the expanded service sec- 


Tat however, enables Balance to mateh 






ustrations, it is misleading to fully 
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ith | |. Current. investment and industrial 
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in most energy prices 
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have to be a gradfal process, and could 
be carried out alongside gradual dis- 
mantling of the anual production plan- 
ning and allocatién system now under 
Way. | UU jd 


;- Should be made more 







still. 
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needed in the near term, the report 
says. These could be accompanied by a 
large-scale programme of selling state- 


mcome growth 


current government policy, or to pose 
the Balance scenario as wholly distinct 
from current Chinese planning perspec- 
tives. The various assumptions of these 
respective scenarios are not mutually 
exclusive. China could conceivably 
combine high investment and industrial 


growth with efficiency gains and rapid 


growth of services, for example. The re- 
port mentions such a variant scenario, 
which .would imply per capita GDP 
growth of 6.5%, while GVIAO growth 
would more than quadruple. 


Although the goal of quadrupling 
GVIAO has never been officially 
disavowed, many Chinese economists 
consider gross national product to be 
a much more appropriate means of 
measuring economic growth, precisely 


because it reflects a more comprehen- 


sive concept of economic activity en- 
compassing commerce and services. 
Shanghai municipality is already con- 
verting to a GNP system of accounts 


| and the rest of the country may follow 


soon. 





























Lace 1€ 
additional ¢ 
portion of exi 
posits (equivalent to 3 
tail sales at year-end 19 
potential scale of panic 
pation of other pric 
would also be a windfa 
and many enterprises, as c 
incomes from municipal and u 
terprise housing scarcely cover n 
nance and depreciation costs.) 
The two-tier pricing arrang 
now in effect for many raw maleria 
and producer goods — in which a p: 
tion of total output is sourced and af 
cated under production and distri} 
plans at fixed prices, with the rest 
| market prices — leads to 
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among enterprises and complica 
adjusting the State allocation: 
should only be considered: 
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tional measure, the repor 
The bank also ence 
further decontro! | 
ducts, including staples 
replacement of the multi 
price-procurement syster 
market prices backed by a 
stock stabilisation scheme 
has already experienced s 
ficulties in implementing 
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growth rates far exceed ; 
Quadruple scenario par: 
but this is occurring de 
. not because of gover 
^ lcies. The targeted inve 
and industrial growth rat 
past few years have been. 
lar to or below those of t 
ance scenario, though act 
vestment and growth has 
ently exceeded the targets. 
Commercial activity has e: 
explosively in China, most itr 
in the areas of small-scale privat 
collective traders and retail opere 
and new wholesale-trading centres 
increase in the volume of retail 
more than doubled in current renr 
terms in 1979-84, almost twice the | 
of current GVIAO growth, while the 
state-owned outlets share of total retail. 
volume steadily declined. 
An article in the People's Daily on 29. 
July elaborated the “urgent need tode- 
velop service industries” (distinct. ip 
Chinese terminology from cfmmerce), 
which, "by providing services to vari 
sectors of the national economy, 
facilitate cooperation and . . . spec 
tion, furthering rationalisation of - 
economic structure . . . and help i 
the growing needs of the people 
prove the quality of their mate 
cultural lives." Expanding servi 
also absorb purchasing power, t 
ple's Daily added, thereby he 
stabilise prices, and help go 
mentproblems...0 0. c 
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system while dismantling the compul- 
sory-procurement system for grains 
this year, as rural rice traders emerged 
in Hunan to arbitrage between the 
state buffer-stock sale price and higher 
local market prices (REVIEW, 30 
May). 

Serious questions remain about whe- 
ther any feasible state-administered 
price-stabilisation system alone could 
successfully dampen heavy seasonal 
price oscillations, or moderate any seri- 
ous swing in supply and demand. China 
is the world’s biggest rice producer by 
far and, along with the US and the 
Soviet Union, one of the world’s big 


three wheat growers. 
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The cost of subsidising grain pur- 
chases by urban consumers was Rmb 
12.2 billion (US$4.2 billion) in 1981, 


equivalent to 11% of total state re- | 


venues in that vear, and is probably 
much higher now. The financial re- 
sources the state would need to stabilise 
grain prices effectively in a completely 
unregulated environment is impossible 
to estimate, but it would probably be 
staggering. 

i farmers are to be induced to raise 
substantially their investments in ag- 
ricultural inputs, they will need some 
means of hedging against price volatil- 
ity, particulary as competition narrows 
the spread between anticipated harvest 


- prices and the marginal costs of increas- 


- ing production. 
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This would imply futures market or 
its functional anaMigue. Legitimising 
commodity trading Wy enterprises and 
individuals would stem unavoidable, 
and implicit in the very concept of mar- 
ket regulation. The rfport does not ad- 
dress this question, However, and com- 
modity trading in China, if extremely 
profitable, is still liable to be con- 
demned as popo (which of course 
it is) and subject to criminal and party 
sanctions, 


he World Bank's Quadruple and 

Balance scenarios both project crop- 
production growth at an average 3.676 a 
year — 3.8% a year through the 1980s, a 
continuation of rapid growth in the 
early 1980s stimulated by rural reforms, 
slowing to 3.4% in the 1990s. Export 
surpluses arising in the mid-1980s disap- 
pear in the late 1990s and a small net 
crop deficit appears (0.5% of produc- 
tion in 2000), continuing to grow in the 
early 21st century. If crop-production 
growth were slower, or if population 
growth significantly exceeds 1% a year, 
the crop balance would switch to deficit 
earlier under high per capita income 
growth conditions. 

Livestock production would grow at 
a much faster rate of 7.5% a year as diet 
composition changes (per capita food 
consumption in China is currently 
above the average for middle-income 
countries both in terms of calories and 





protein, but the share of animal pro- 
ducts in total food intake is close to the 
average for low-income countries). Bul 
there are possible problems — since 
shortages of feedgrains are likely to 
occur, which may be as high as 60 mil- 
lion tonnes by 2000, à third of total pro- 
jected requirements. A 

The Moderate scenario assumes 
crop-production growth to be 12% 
lower. Surprisingly, a significant trade 
surplus on crops contfnues to the year 
2000 (2% of production). This occurs 
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— largest consumer of en 


Finding the energy 


E nergy, along with transport, is one of the areas most 
affected by the varying assumptions of the different eco- 
nomic paths charted by the World Bank. China is the third- 
in the world. Per capita con- 
sumption — 667 kg of s rd coal equivalent in 1984 — is 
low.relative to middle-income or developed economies, but 


| — high compared to other low-income economies. 


Industry is the largest consumer of commercially pro- 


.. duced energy, accounting for approximately 60% of final 


commercial-energy cansumption. China's consumption of 

for each unit of industrial ouput is extremely high, in 
part because energy-intensive goods are a large proportion 
of total industrial A but also because of inefficient 
technology; the prevalence of small-scale plants; the need 


for extensive heating in northern China's cold winter, and 


— low energy prices which do not adequately reward conserva- 


tion and efficiency. 
Future energy demand is therefore highly sensitive to 


— changes in the industrial-growth rate. There is also a wide 


range of plausible assumptions regarding thélikely scale of 
improvements in efficiency of energy use. As a result, the 
spread between the World Bank's high and low projections 
for average annual growth in energy demand between 1980 
and 2000 is extremely wide — anywhere from 3.4-5.5% a 
ear. In addition, generated electricity, currently a relative- 
iy low proportion of total energy consumption, will have to 
increase at a much faster rate, probably in excess of 7%. 
The cumulative difference between the two estimates of 
total primary demand mounts quickly. In the bank's Bal- 
ance scenario, with lower industrial growth, and the most 


optimistic assumptions about efficiency improvements, 
. 


levels in the year 


total primary commercial-energy demand would reach 1.27 
billion tonnes of standard coal equivalent (TCE) in the year 
€ ca paramere aa as 
ets. But poor results ng energy yer 
son vedere amer jahr nodi Latii billion 
eae. a shortfall equivalent to nearly half of current produc 
on. | 
In the Quadruple scenario, with higher average indus- - 
trial growth assumed, primary demand would approach 1.4 
billion TCE under the most optimistic efficiency assump- 
tions. In the worst case, demand could climb to 1.8 billion 
TCE. This is far qe likely maxinfum energy-production 
, implying that under these conditions _ 
the scenario would degenerate towards the Moderate case — 
severe energy shortages and na- 
tional-income growth would slow tly 


ene uoces on, on the order of 4.5% growth a year. It 
dd extre en the prospects for in- 
na 


much faster than is planned. | Y M 
The additional increases in poen must therefore _ 
come from coal. To meet even the most — 
tions for projected egergy demand in the year 2000 w 
mean elevating the for raw-coal production róm 142 
e EE : 
Js dior 
coal of 1.6 billion tonnes. Production in 1984 vas mili 
tonnes. As | ` 
Meeting the 1.4 billjon-tonne target would mearran‘’tver- 
age increase of 40 million tonnes a year, which is higher than 
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because slower overall income growth 
reduces demand. Crop cultivation in the 
Muadruple and Balance scenarios 
ould require a 6% yearly increase in 
41emical and other industrial inputs and 
investment funds averaging about Rmb 
6 billion annually. The annual invest- 
ment in animal husbandrv and fisheries 
required wotild average Rmb 8 billion a 
year, with forestry investment of Rmb 6 
billion. A 
The eequired average annual fixed 
investment in agriculture, Rmb 20 bil- 
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the 1965-79 average but well within the 45 millign tonnes-a- 
year average.increase over 1982-84. Tg sustain this rate of 

4rowever, the bank urges er strengthening of 
aena Mageia incentives and an accelerated programme of 
project preparation, including. mine infrastructure, and 
stresses they balanced development of central and local 


mins. | 
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* t 
anticipates that mines run by township and 
village collectives will generate most of the additional in- 


Assembly line: rapid growth in manufactured exports expected. 


lion (in 1982 prices), would approxi- 
mate 8% of total investment, starting 
near Rmb 11-12 billion a year and rising 
to Rmb 33 billion by 2000. This would 
seem low in comparison to other esti- 
mates of investment requirements and 
relative to current rates of rural capital 
formation. Rural-development plan- 
ners say rural development will require 
at least Rmb 40-50 billion a year over 
1985-2000 (REVIEW, 13 Dec. '84), 
though this estimate includes substan- 
tial sums for development of rural com- 


commercial 


Coal co 








— — in 


merce, industry and transport infra- | 


structure. * 

Gross rural-capital formation in 1982 
is estimated at Rmb 65 billion, of which 
State investment represented 5*5, col- 
lective investment 20% and private*in- 
vestment (mostly housing) 75%. Of the 
25% (Rmb 16.5 billion) under state or 
collective control, Rmb 6.8 billion is 
committed to rural-enterprise develop- 
ment. The remaining Rmb 9.45 billion 
of non-private funds available for tn- 
vestment ts close to the estimated re- 
quirements, assuming even modest pri- 
vate contributions and annual increases 
in publicly controlled funds of Rmb 1-2 
billion a year. 


hat may be most problematic to 
Chinese leaders about the bank's 
recommendations is not their destrabil- 
ity, but how to implement them. The in- 
stability evident over the past 12 
months, as apparently uncontrolled 
domestic investment has fuelled indus- 
trial growth, officially estimated at 
more than 23%, clearly illustrates the 
problem of what the report calls “invest- 
ment hunger.” 
State enterprises tend to compete for 
investment resources even when the po- 


tential economic returns are low ot 
negative because expanding fixed assets 
and production provides more re- 


sources for staff and workers welfare 
and enhanced prestige and power. Un- 








ction from 170 million 


crease in , raising their produ 
: 19 0.350 million tonnes by 2000. 


The World Bank's energy-demand projections illustrate 
the huge impact that 
use can have over time. 
led to appreciable gains in 
five years (though these 
tive in terms of overall economic efficiency). Energy con- 
sumpti CEN nM ef uper vp E 

output fell by an average 7% a year during 1 1 
and 4-5% during 1982-84. 

Comparisons of energy intensi 
a rough indication of the scale of improvements that could 
be made. China is twice as inefficient in consumption of 
for each unit of GDP as India and four 
times as inefficient as Japan or West Germany. In terms of 
industrial output, China is only 

use than India but four times as inefficient as most 
deviance industrial economies. 
on the scale of 1.4-1.6 billion tonnes a 
year (equivalent to 40% of world 
serious environmental threats. Chinese cities already suffer 
from serious airepollution attributed to coal, much of which 
is in the form of tiny airborne 


ciency of energy 
tioning, quotas and bonuses have 


-use efficiency in the 
may be ws Prose c 


with other countries are 


less efficient in 


n in 1978) raises 


cles due to direct bu 


by households and small, relatively primitive industrial 


latively low. 


ers. Fortunately, the sulphur content of Chinese coals is re- 


Options for cleaner and more efficient use of coal, the re- 
says, include greater use of centralised combustion in 
arge facilities with better environmental controls and dis- 
tributing the energy in the cleaner form of steam or hot 
water; cogeneration (of heat and 


high-quality coal briquettes, and coal 


) producing 


— Robert Deifs 
E 
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tment in the real Chinese economy. 


are not necessarily linked to rational 
calculations of demand. The tension be- 
tween enterprises attempts to expand 
investment at any costs and central 
planners’ desire to control overall in- 
vestment levels produces sharp oscilla- 
tions in investment levels which may af- 
fect all sectors. 

Compounding this problem, the irra- 
tionality of prices has led to over-invest- 
ment in sectors with high administered 
prices and under-investment in unpro- 
fitable sectors such as energy and trans- 
port, while occasionally near-absurd 
bureaucratic tangles in the distribution 
system create justifications for a variety 
of inappropriate investments. 

Inflation is currently running at an 
officially estimated 6-775, but there are 


| clear signs that the actual or underlying 


rate may be much higher (REVIEW, 1 
Aug.). Powerful provincial and ministe- 
rial officials were apparently able to suc- 
“cessfully intimidate the newly indepen- 
dent Industrial and Commercial Bank 
last year, winning loans for their pet 
rojects but contributing to the over-ex- 
ension of credit that is fuelling this 
ar's hyper-growth. 


hese events, it is now clear, led to 
the appointment of the politically 
'owerful Chen Muhua as head of the 
'eople's Bank of China (the central 
ank), and may have been a factor in re- 
cent changes i in leadership posts in many 
provinces. But now there is concern 
rom many quarters including, it is be- 
ieved, the International Monetary 
‘Fund, that the reassertion of control 
cover the credit system may mean the 
nd of economic liberalisation — that 
hen may lack the commitment or the 
echnical sophistication to continue re- 
orms in this difficult and sensitive area. 
- The World Bank puts forward a 
number of options to help solve these 
. problems. One is diversifying owner- 
_ ship of state enterprises qmong different 
financial institutions — such as banks, 
insurance companies and pension funds 
— which would have a real stake in their 
performance. Others are eliminating in- 
< appropriate  manager-incentive sys- 
. tems, allowing more enterprise diver- 
sification and encouraging horizontal 
flows of investment funds among enter- 
prises. 
. None of these long-term possibili- 
ties addresses the immediate dilemma 
of China’s leadership: on the one hand, 
_ reforms must be gradual to avoid eco- 
; nomic instability and dislocation. At 
- the same time, each aspect of economic 
reform — price reform, expanding en- 
terprise autonomy and decison-making 
power, and decontrolling the flows of 
materials and financial resources — 
seems to depend on the prior and suc- 
cessful implementation of all the 


others. . Oo | 
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Today, Saab-Scania automotive and 
aerospace activities include passenger cars, 
trucks and buses, commercial and military 
aircraft, satellites and missiles. So that when 
you face up to modern transport technology 
you come face to face with Saab-Scania. 


Face to face with Saab-Scania 


‘Over the years the Saab-Scania Group has 
established a solid record of sales, profitability 
and return on investment in what are generally 
considered tough markets. That record has been 
achieved by a consistent policy of providing 
high quality, high performance products to meet 
specific demands. 

The foundation for such an achievement is 
provided by, almost a century of innovation and 
engineering skill. Few cgmpanies can rival our 
breadth of knowledge and product range across 
the entire field of specialized transport 
technology. The results of a long tradition, 
technological know-how and a commitment to 
continuéd innovation. 

The Saab-Scania symbol summarizes that 
experience and ability. Combining the elements 
of our past into a declaration for the future. 





SAAB -SCANLA 


Leaders in specialized transport technology. 
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ANZ & GRINDLAYS HAVE AN ASSET BASE OF OVER USD30 BILLION: . 


The Australia & New Zealand Bank- 
ing Group with its acquisition of the UK 
based Grindlays Bank, has established a 
formidable presence on the international 
banking scene with Group assets of over 
USD30 billion. An asset base that spans 


the globe with over 1,660 branches and 

offices in 45 countries. 9 
This places the ANZ Group in the 

ideal position to assist corporations 

with their particular domestic and inter- 

national finance requirements. 


ANZ and Grindlays is now one net- 
work of representation and services _ 
That is rivalled by only a handful of the 
larger international banks. : 

AINZ and Grindlays. A force built on 
a solid foundation. S asas 7 


W J | 
A \ P 3 Banking Group.The new force in International B 
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Thoughtful, attentive, a little sl» 

but warmly ourselves. It's something 
you will fast appreciate aboard th 
wide-bodied jets of Korean Ai 

as you travel to 29 of the world’s 
major destinations 





army Korean 
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We're honored to serve vou around the world 
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Contact your travel agent for 
reservations or write to: 

Hotel Regal Meridien Hong Kong 
71, Mody Road, Kowloon, H.K. 
Telex: 40955 HOMRO HX. 
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HOTEL REGAL 


MERIDIEN 


HONG KONG 


The heart and soul of Europe’s 
grand hotels is the lobby. 

It's the traditional rendezvous. 
Elegant. Quiet. A cosy corner 
where one enjoys a quiet 
aperitif or waits to receive 
visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It'S just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 

The Hotel Regal Meridien 
Hong Kong. Where the art of 
fine living lives on. 


HONG KONG'S TRULY EUROPEAN HOTEL. 





A Regal International Hotel 
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Brune: B$37 50 B$125 00 
China US$21 00 US$38,50 US$70 00 
india USS21.00 USS@a 50 USS$70.00 
indonesia US$32 00 US$58.00 
Malaysia M$39 00 M$130.00 
Nepa! | US$1900 | o0 | USS3500 | 35 00 USS64 00 
Pakistan As 237 00 00 Rs 790 00 
Prukppines US$27.00 US$49 00 
Thailand US$29 00 US$53 00 
Rest of Asia US$38 50 US$70 00 
North Amenca US$48 50 US$88 00 
i A$24 00 AS44 0 A$B80.00 
— : NZ$34 30 NZ$1 i9 ao 
Europe, A'nca - (a f an 2 
Central & cea en ~ " 
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US$19 50 US$36 00 
£16.50 £30 50 
AS21 00 A$38.50 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kinde 


Rate: Soft cover USS21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above. and send the total, with the completed . 
coupon 1 


- 


Please enter my subscription for 
3 months 
6 months 
1 year 
^ 
Please include the Yearbook at extra 


U5$21.95/HK$170. For airmail delivery. 
please add: USS6/HKS45 - 
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€ TIME was — and not very long ago 
at'that — when Wall Street would have 
greeted anyone rash enough to suggest 
an investment in any of the world's" 
emerging stockmarkets with the re- 
sponse, "What are you — some kind of 
. damn do-gooder?" But times are chang- 
ing as Shroff discovered on a recent visit 
to New York, The big mongg-centre 
banks headquartered on Park Avenue 
say that "thejdays of bank lending [to | 
developing eduntries] are over" and for 
once someonb seems prepared to do 
something about it. 
Goldman Sachs is, for one. Sachs is 
the biggest and, according to some out- 
siders, the best of the US investment 



















those who talk about do-gooders. One, 
f the firm's directors, Robert Hormats, © 
in fact very serious about the pros- 


pects for getting part of Wall Stre 
mega-funds into: developing marke 


especially Asia’s. But he intends going | 


to the mountain instead of waiting for it 
to come to him. | 


Sachs has begun talking to some.of rr 
the bigger companies in pldces such as | 


India, Singapore, Malaysia and South 


Korea about prospects for them listing a 


on overseas markets. The strategy will 
* be to"get them to go for a listing in a 


European (probably London) stock- a 


banks. A stone's throw from. Wall | 
Street, it is big enough to laugh back at | 


A js 
EIU 
i 
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known to US institutions, they can swim 
for themselves and probably go for a 
Wall Street listing. Either way, private 


placing or listing, emerging-country | 
companies enjoy a good deal more flex- 
ibility in raising capital than through the 


system of American (or European) De- 
pository Receipts through which vari- 
ous Asian companies are traded on Wall 
Street and elsewhere at present. 
Another kind of deal Goldman 
Sachs is currently packaging for some 
Asian companies (though understand- 
ably they are not saying which during 
negotiations) is for privatisation. Hor- 
mats is confident of being able to put to- 


gether groups of foreign and domestic | STOI 
^ | comfortable venturing m. 


portfolio investors to take ownership of 


various state enterprises in manufactur- 


ing and services off the hands of govern- 
ment. If it works, this approach will cer- 


tainly remove one major obstacle in the 
| path of p 

1.25 July). — | 
| € THERE is another 
. US and other institutional money into 


rivatisation in Asia (REVIEW, 


route for getting 


market, where regulations are-not quite’ B 120 


as stringent as those applied to US list- | 
ings, and for a simultaneous private B8 


placemest of their shares on Wall Street. 
r~ Hormats assures Shroff that it should be 


possible to get 10-15 Asian companies H 
to the New York market over the next | 


five years in this way, plus others from 
the Middle East and southern Europe. 
As Hormats reasons it, US pension 
inds’ total assets will increase in size 
om roughly US$1 trillion now to 
around, JS$2 trillion by 1990. And at 
. the same time the US$21 billion or so 
ich they have in overseas markets 
(compared with just US$500 million 10 
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go to Eurðpean and Japanese markets, 

but even INCelatively small part of it 

would have a big impact on emerging 

stockmarkets. Total capitalisation of 

the 17. biggest. emerging markets 

(excluding Hongkong) at the epd of 
. 1984 was 3Kst under US$90 billion. , . 
^ — SactiMfeels that, rather than wait 
4 for fung Managers to go out and fiy 
i phies, they should bring the cog 
mfes: to them — even if that mgfins | 
utimitting the firm to making a mørket 
"a developing-country--compa9 Ww 
he initial introduction - 



























,US$50-60 million, ar 
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emerging markets. This is the country 
investment-trust route which Mexico, 
South Korea and, more recently, Thai- 
land have followed. (Shroff has previ- 
ously reported that Merrill Lynch, hot 
on the heels of its recent launch of a 
"Bangkok Fund, may launch an India 
Fund.) 

The International Finance Corp. 
(IFC), equity-investment arm of the 
World Bank, is now somewhat further 
down the: road with its plan for an 
Emerging Markets Growth Fund. This 
fund, which Shroff previewed some 
morths ago and which the US magazine 
Institutional Investor recently featured 
(proving that interest is growing) is an 
evolution of the country-fund principle 
into a multi-country fund. Promoted 
chiefly by the IFC's indefatigable capi- 
tal markets director. David Gill, this 
fund.is aimed to start life at around 
d will almost cer- 
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tainly be biased towards Asian m 
including no doubt South Korea 

There is still a major selling job to« 
among the institutions with the mo 
to kick off the fund — and boost it ia 
to maybe US$500 million and above, 
Only the United Nations pension func 
appears to have committed so far, bu 
these are quite early davs and me 
while the IFC, like Goldman Sac 
(which is now the largest trader oft 
Korea Fund) is doing a lot of detail 
groundwork analysing markets. iF 
working on a Capital International-ik 
matrix for emerging markets. whict 
should make investors rather m 


None of this is simple do 
True, emerging stockmarkets as. a 
have not performed as well in tiu 
as they did in the previous decad 
though Asia's look good, still, f 
tive to Latin America s — but so m 
factors are working now towards 
growth of developing-country pri 

: sectors (budget «€ 





the development of” 
mestic capital mm 
that the IFC and f 
investment banks. 
US seem cony 
future returns wi 
warding in smaller 
kets. | 
e YET another fac 
working towards sh 
the balance of debt. 
"equity (or at least 
equity) m the 
ing countries: the 
ritisation of debt. SÍ 
is informed at the W. 
IMF that the USS5- 
lion of Eurabdhds issued by deve 
ing countries in 1984 was the haghe 
volume ever. A very large proportio 
took the form of Revolving Underwrt- - 
ing Funds and Note Issuance Facilities. 
The bulk of these were issued out of 
Asia, mainly from Indonesia and South 
Korea, along with Malaysia and Thai- 
land, 

These are underwritten by banks but; 
bought by institutional investots suchas 
insurance companies as well as bani 
“We may be sgting the beginning: 
Euro commerdal-paper market.” cc 
mented one IMF official to Shroff. Se 
far the issues Rave been sovercign-risk: 
or governmenj-guaranteed, but £ 
IMF says it is cbnceivable that a maj 
Asian COrpors n could issue in its ¢ 

i Bhat is another way 
| Y kaown to the ais. 
ch have monty, 





















































































































By Jose Galang in Manila 


he Philippines has secured the final 
key components of its economic-re- 
'overy programme. The country's com- 
mercial-bank creditors, taking the cue 
rom the IMF which is also supporting 
_ the programme, in early August reacti- 
vated a revolving trade- credit facility of 
_US$2.9 billion. However, businessmen 
_have been noticeably lethargic in using 
he new finance because weak domestic 
desnand means little business. | 
. The revival of the trade credits — 
alted at the height of the financial crisis 
in late 1983 — followed closely the re- 
ase of 43.2% of the US$925 million 
:w-money facility committed by the 
ks for the country's recovery pro- 
mme. The banks’ action was 
iggered by the approval clinched by 
anila to draw on the second tranche of 
-IMF's 615 million special drawing 
ghts (US$637.6 million) standby credit 
country. 
/hile most of the fresh credits from, 
anks will be used to settle the 
lippines' debt arrears, the trade 
lity is deemed more significant for 
iness as it will help industries buy 
ating materials and equipment. 
. of sufficient foreign exchange to 





st-cited reason for business slow- 


ths. 
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By. nthony Rowley in Washington 


he broad satisfactioh which foreign 
commercial banks and multilateral 
institutions have expressed over the 
hilippines’ efforts at short-term finan- 
- cial stabilisation is giving way to concern 
. about Manila’s apparent lack of 
edium- to long-term economic plan- 
ning. In particular, there is anxiety over 
investment and the Philippines’ ability 
generate export earnings to service its 
debt. 

^ CPhese concerns are shared by the 
World Bank and the MMF as well as 
nong members of the 12-bank consor- 
m which recently conbluded a major 
lebt-rescheduling package with the 
P ilippine Governmept. 




















w York told the REVIEW that IMF- 
inspired shen stabjlise the pay- 
ments positigay Me exchange rate and 
inflation iy fire PAPPIA 








Incteased poverty hurts Philippine recovery prospects 


tinued soft world prices. 


raw materials and spares was the- 





One well- 
laced commercial-baüking source in 


were com- 


" 


During the financial crisis which has 
gripped the economy since late 1983, 
most manufacturers have had to pav for 
their imports in advance, as banks re- 
fused to honour their letters of credit. 
Until late 1984 when local commercial 
banks were allowed to hold foreign ex- 
change again, businessmen had to turn 
to the black market to pre- 
pay letters of credit. 

Owing to the economic 
slowdown, many industries 
have had to lay off work- 
ers. Export-oriented ag- 
ricultural industries have 
also been hurt by con- 


With an unemployment | 
rate of nearly a fifth. of | 
the labour force of around | 
20 million and an under- 
employment rate esti- 
mated to be about 45%, 


forecast that, 
food-based 
can expect 


with the exception of 
industries, most sectors 
production levels 


| reach their 1983 equivalent again. only 
| by 1990; 
| more people slip below the poverty line. 
wn or failures over the past 23- 


markets have weakened as- 


Industry estimates a general decline 


in sales of up to 80% for a wide range of 
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e to go from here 


s lack of a long-term strategy worries bankers | 


mendable — but not enough. “There is 
a tendency in the Philippines to think 
that the IMF has all the solutions, but it 
doesn't," the source said. 

The banks feel that Manila must 
move quickly to establish a simple : 
principles for investors, both domestic 
and foreign, and to say which industries 
will receive incentives, especially to 
promote exports. The uncertainty fac- 
ing investors over which industries are 
to be encouraged and which discour- 


| 


| 





Virata: deficit appeal. 


domestic demand has remained weak. 
Economists at the independent. Cen- 
tre for Research and Communication 





to 


| 








aged is as damaging as the current politi- - 


cal uncertainty in thé country, barfkers 
say. "There is a lot of fixed-asset rede- 
ployment to be done but nooneis g giving 
a cue. Everyone is saying SAPONI more’ 
— but export what?” 

This concern is echoed at the Wash- 


ington-based IMF where one senior of- 


ficial told the REVIEW: “My concern is 


over the confidence of peorte to invest, | in € 


boosting production, since int festi rates 





are still high (though. they have fallen 
from record levels of up to 48% sinte 
early this year). Inventories of many 
"consumer goqds are hardly moving, one 
business group said. 

Hlustrating the current ee 
is.the state of the coconut industry, « 
which about a third of the Seoul HN is 
dependgnt: Prices of coconut products 
have dropped in the first half of 1985 — 
average coconut-oil pricesthad fallen by 

MP -33% at the fend of June 
“compared . fo year-ago 
levels — resulting in a 38% 
fallin total coconut-export 
revenue to .US$250.8 mil- 
lion for the period. 

Against this back- 
ground, the business com- 
+ munity has shown a lack of 
| interest in the new financ 
| ing available. for imports 
Even exporters, according | 
to the group, are burdened. 





by high bank charges that 
-gnaw into them profitabil- 
ity. Manila monetary officials are under 
pressure from the IMF to devalue the 
peso again Yo raise export competitive- 
ness. The Philippine officials, however, ; 
are strongly resisting. 

The. business sector is further wor- ; 
ried about the possible impact. Of the 4 
liberalisation of imports — through: | 
“tariff, reductions. and lifting of. restric- | 
tions on certain items, including non-es- . | 
sential goods. RAS ut Concepcion’, cha X) 











in the e Philippines." With enone. 
ing down to an annualised rate of. 
around 10%, there should be ample 
scope for interest rates to fall, says the. 
IMF. Likewise, capital flight has been 4 
reversed, but there is no evidence th 
money is going into long-term. inves m 
ment. "Just where it is going to is some-, | 
thing of a. mystery," the IMF 0 fficial, 
added. a 
The IMF and the World Bank h fet | 
joint team: currently working. i 
Philippines fog reforms in t 
and sugar sectors — both. bighly : 

tive areas, politically. Botlythe IMF and 
the. World Bank are arguing yo the 
Philippine Government that it must 
seize the opportunity r reforms in. 
both sectors if they are to QUIM to. 
expe rt ibd 























































er more access. to export] mar gts | 
hus mere incentive to ihcreasgpro-. | 

This touches on 
between powerful finarkial 
ind millers. The two multilger- 








igher focal costs, | 
Concepcion, "T that even with sub- 
stantial cost-cutting, man? local indus- 
tries still cannot compete with their 
Asian — counterparts. — Concepcion's 
group has asked the government to 
delay the import-liberalisation mea- 
sures while local industries adat to the 
weak. local imarkets. The import- 
liberalisation Proves are even more un- 
. popular becaube they are among condi- 
- tions. attachétl to. assistance from the 
multilateral fimXgcial institutions and 
 foreign-bank creditors. Businessmen 
complain that the Comiitians tend to 
favour mainly the banks and multina- 
tional corporations doing business - in 
(the country. : s 


jnósf' se rious worries are Over the 
œ effects of the current conditions on 
"the viability of the whole economic-re 
| covery programine. The IMF, when g giv- 
-ing final approval to the standby facility. 
_ required: Mahila to shift the burden of 
taxation. from: le external transac- 
tions to domestic sources (REVIEW, 18 
Oct. 
tax collections — both on trade transac- 
tions and on local businesses — are 
Sap d icd | 
M ustoms collections. have been 
i slowed. by 10.4% to USS2.5T bi io 


on in the first six months against the 


als want to see more "transparency" in | with these ; assets. Because of the mag- 


both the coconut and sugar sectors, and | nitude of these assets and their weight i in 


proper accounting at all stages of the 
production chain. 

“All this, plus the fact that the World 

nk has recently made@vailable a spé- 

— vel US$100 million agricultural credit 

“te E nippe: is based on the view 

wm Washington that agriculture and 

ation crops will have to bear most 

burden for increasing Philippine 

mand thus helping debt service) 

few years. Tis reflects the 

e World Bank that a good 

estment in industry dur- 
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1 yea . The towel 
Me ‘showld tell on the governmer 
efforts to keep its budget deficit below 
1.2% of the year's gross national pro- 
duct. 


Prime Minister Cesar Virata (con- | 


currently the finance minister) has dis- 
closed government plans to undertake 
counter-cyclical measures to boost sag- 
ging demand. The plans coincide with à 
petition filed with the IMF for an in- 
crease in the budget deficits the govern- 
ment can incur this year and next. 

Leading businessmen say the gov- 
ernment has bungled in its previous ef- 
forts to prime the economy and that 
what is needed now is a return of confi. | 
dence and capital — which cannot be 
achieved while the present government 
remains in power. 


Even as enthusiasm for the. trade 


facility remains low, the rules for its use 
still have to be made clear to local 
banks. The guidelines released by the 
Central Bank of the Philippines state 
that tradé-credit users will have to settle 


foreign exchange, the outstanding bal- 
ance may be paid in pesos which will be 
deposited with the central bank, which 
in turn will pay the foreign-exchange 
equivalent to the foreign bank. 


Smuggling bacomisst big 
business in Bangladesh 


| By S. Kamatuddin in Dhaka 
their arrears first. Owing to the lack of | 


The same system — maintaining | 


peso-deposits with the central bank 
which will assume the foreign-exchange 
liabilities — will be used for new avail- 
ments. The central bank, however, has 


until mid-1987, when the facility ma- 
“tures, 
while exports fell 10:6% to US$2.31 bil- |. 


y settle its obligations. The 
biggest users of the trade facility are five 
government institutions. fi 


the two banks’ portfolios, it is under- 


. stood that a separate entity may have to 


be created to take them off the hands of 
the two government-owned banks. 
“What has to be done is clear, how to 
do it is less clear," said one World Bank 
official. "The government has put a 


| freeze on guarantees but the problems 


are still there and they will reduce in- 
veste nt in the future. The government 
now has the liability for these schemes 
and this will be a constraint on both ex- 


ternal and domestic financing." Among 
| the options which the IFC is believed to 


be looking at are prospects for selfing 
some of the projects concerned to pri- 
vate foreign investors, if buyers can be 


| found: 


Apart from the shortage of credit for 
agriculture, the World Bank is also ad- 
dressing the problem of lack of new 
credit to industry. It is likely that a spe- 
cial credit similar in size to the one re- 
cently given to agriculture will soon be 
awarded to "anyone who can come up 


with viable ideas. a increasing ex- 
ports. 


| 
E 


hile it is hard to find € 
statistics, it seems that one 

fastest- -growing parts of the B 
economy is smuggling, It 
just the expected items, such as 
drugs, but more common plac 
ducts ranging from second-hand 
ing and fish to spices, saris and g 
locks. Underground trade in 
and industrial goods with India m 
as much as USS100 million a ve 
equal to more than 10% of the co 
total legitimate exports. 

it appears that much of the trade 
destined for India and is controlled 
Indian businessmen through loc 
agents. But some of the items end up. 
the local market. A Bangladeshi c: 
port many of the favoured items — s 
as video-cassette recorders —. leg 
But import tax is so high that sm 
goods can be sold for nearly 50 
than legitimate imports. | 

The level ob smuggling, in mar 
cases run by strong and well- -organis 
groups, has reached the point where. 
local firms — whose products are often: 
considered to be of lower quality -— may 
be driven under by unofficial trade. 

Underground dealings in quality. 
foreign cigarettes originating in Singa- 
pore provide a a dramatic example. The 
amount of cigarettes smuggled is put at 
65-70 million a month. This hae practi - 
cally driven a local-foreign joint. ven- 
ture, Bangladesh Tobacco Co. (BTC: 
out of business. [The firm is 60% own 
by the Brits American Tobace 
group.) 

B TC Was SC 
Hon cigarettes 
1980s, when in 
banned. At th 
only some EL 
being smuggle 
removed and 


Yo hu 


ing more than 40 mil 
month in the e 
arts of cigarettes w 
gne, it is Thought. 





















Ilegal imports soarci 
lion a month by end (ir 

-cember 1984, police seized more thaf 12 i 
-million smuggled cigaret 8)... 
Large gold seizures by 
‘ficials are now routinel f 
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fighting : in 
(parts of Th 
DA E anti 


band it dose the involvement of some 
influential local businessmen with a 
chain of gold smugglers based in the 
Middle East. 

« The more lucrative (and dangerous) 
drug smuggling is also rising. The main 
route for drug runners is the port of 
Chittagong, where the outer anchorage 
appears to be under almost total control 
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“pore. "Thailand ind: India. ‘Dhaka [A 
seen an upsurge of smuggling cases 
in recent months — the result of at- 
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buoyant property market — at least 
PA for residential property — and firm 
stock prices have tended to mask the 
fact that strongly deflationary factors 
have been gaining momentum. The 
'operty market has been fuelled pri- 
arily by rapidly falling interest rates. 
Between mid- May and mid- -August 
Hang Seng Index, continuing the 
ance which began early in the year. 
se from the 1,600 level to around 
,690. having briefly breached the 1,700 
barrier. The market as a whole threw off 
€ shock of the failure in June of Over- 
seas Trust Bank, though the financial 
sector fell far behind. 
. Residential flats’ sale 
roughly estimated to have risen be- 
tween 10% and 25% in the first half of 
vear. The top end of the market 
iowed the biggest price rises, but at the 
wer end a large number of new flats 
| moved easily, with queues of po- 





me new developments. The 
ackground was a continuing deciine in 
the prime rate which, by July, had fallen 
to 6% compared withe9% at the begin- 
ning of April and 15% a year earlier. 

— The reasons for the steep decline in 
Interest rates were a continuing large 
;current-account surplus, weak domestic 
-eredit demand — the home-purchase 
sector being the only one to show more 
than marginal growth in July compared 
"with a year earlier — and the weakness 
-of the US dollar, which raised the possi- 
“bility o@ the Hongkong dollar being re- 
" pegged at a higher level. The earlier 
-strength of the currenay contributed to a 
further decline i in inflalion. now around 








. But that has been]the sum of the 
` good news. After thrfe years of rapid 
. export-led growth. Hbngkong has run 
Anto major problems. Momestic exports 
àn the first half of ^ar fell 4% in 
local-currency.y K $60.4 billion 
(US$7.7 bj ewhat more in 
real terr real increase in 

























prices are - 


al buyers and black markets for | 
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Deflationary trends 


1984. The setback was widely attributed 
to slow growth in the US market. 
However, this was only part of the 
problem, While sales to the US fell 6%, 
those to West Germany, Britain and 
Japan fell by between 11% and ee 
Given the growth, albeit. gradual, ir 
consumer demand in those markets it 
seemed likely that part of Hongkong's 
problem arose from the strength, until 
mid-year, of its US-linked currency. Its 
trade-weighted average was at 78 in 
February, almost 15% higher than a 
year earlier. By mid-August, it had de- 


 Clined to 74 but, meanwhile, Hongkong 
TRADE PICTURE - 


(Se change first-half 1985 
over first-half 1964} 


had lost some of its com- 
petitive edge. | 

The second half of the 
year, in theory. should 
be more promising, but 
manufacturers’ order 
books will not reflect the 
domestic product 
growth in OECD markets. 
50 though some domestic 
export growth is likely, it is 
expected to do little more 
than make up for first-half 
losses, leaving the per- 
formance for the vear in 
the range of static to plus 
2%, compared with a February forecast 
by the financial secretary of an ly 
domestic export growth. 

The wild card is China. Domestic ex- 


E AMO 


"y Total 
LÀ exports 


ports there soared 75% in the first half 


to make it the second-largest market. 


tabing 13% of exports overall. But this | 


is likely to slow dramatically, if not go 
into reverse, as a result of China's 
crackdown on non-essential imports. 
More important for Hongkong how- 
ever, is the impact of the new restraints 
on entrepót trade. In the first half, re- 
exports grew 41% and now represent 
some 45% of total exports, Most of this 
is with China. Some slowdown was al- 
ready apparent by June and deteriora- 
uon from the first-half performance is 
likely to continue in the second half, 










though a es ld remain above 
year-ago levels until year-end. 

Export weakness has not yet affected 
the trade balance which showed an al- 
most unprecedented small surplusin the 
first half compared with a HK$5.5 t 
lion deficit in the same period of 19... 
There were three reasons for the | 
favourable trade balance: a slowdown | 
in imports, reflecting lower manufactur- 
ing orders; low growth in*domestic de- 
mand, and a sharp improvement in the 
terms of tade due to weak commodity 
prices and the strength of the eurrency. 
Net service earnings were also believed 
to have grown rapidly, with tourism 
and entrepôt trade especially strong. - 

The terms-of-trade gain contributed 
to a rapid growth in real _ 
wages. Wage rates rose | 
4% in the vear to March 
and actual. earnings -Dy 
somewhat mdf. Un- 
employment — remainec 
negligible’ despite: a de- 
; Cline in manufacturing and , 
building jobs. However, — 
improved . personal | in- 
comes did not quickly flow. 
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ly Philip Bowring in Hongkong — 
| battle of the banks is set to deter- 


sociated Hotels Ltd (AHL) lives or dies. 
‘The crippled hotel and property group, 
| now effectively controlled by the Tian 
| Teck group of Singapore, has produced 
i..a 130-page rescue package on which 
.| four separate classes of creditors and 
|| shareholders will separately vote on 16 
j| September. A 75% majority in each 
q@ategory is required for the scheme to 
^. go ahead. 

e df it is approved, a chain of events 
| will then take place which will see AHL, 
"which currently has a net deficiency of 
1K$203 million (US$26 million), re- 
rn as Tian Teck Land with a net worth 
if HK$214 million, and its principal 
isset, the Hyatt Regency hotel in Hong- 
«ong. separately floated off as As- 
ated International Hotels (ATH). 
If it is rejected, AHL, one of the 
ssiest situations left over from the 
-83 property boom and bust, will fi- 
go into liquidation. It will be the 
iggest Hongkong failure after Carrian, 
a and Overseas Trust Bank, leaving 
editor factions, who for some time 
ve been skirmishing over AHL as- 
., to fight over the carcass. 

-Almost 50 financial institutions are 





debts attributable to AHL's de- 
opment partners are added in. They 
ude a predominantly Japanese 
up led by the Bank of Tokyo (BoT), 
a raft of Chinese communist banks, 
veral local Chinese ones and assorted 
orth American and European banks. 

Shartholders will certainly give the 
oroposal the green light. The problem 
r some bankers is that the rescue 









Net 
profit 


HK$67.2m 
(US$8.6m) 





Period 





H 30 June 












$$179.5m 
(US$81.6m) 


Baht 740.8m 
(US$27 7m) 


Y 31 Mar. 
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(Thailand) 





Malayan United | H30Jung 
industries i 

| hi A534.8m 
US$24.5m) 
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mine whether Hongkong's As- 


ed some HK$1.3 billion — and more. 


hal rescue effort for Associated Hotels is in the balance - 


 M$21.45m 78 
| (US$87m) |. 


+725 


^ 
Ld 


j package entails that excess security at- 


tached to one group of creditors will, in 
effect, be detached for the benefit of 
shareholders in general and Tian Teck 
in particular rather more than for cred- 
itors whose primary security is insuffi- 
cient. 

These creditors are, in effect, being 
asked to relinquish part of their rights 
under loan guarantees given by AHL in 
order to keep the company afloat and 
avert a messy liquidation. Although the 
Tian Teck board has worked hard to 
come up with a sensible but, inevitably, 
complex proposal that will appeal to 
some creditors as well as the sharehold- 
ers, it has to overcome plenty of suspi- 
cions from vested interests. 

Tian Teck, headed by Cheong Hooi 
Hong, only took board control of AHL 
in mid-1983, after AHL had saddled it- 
self with huge debts during the property 
boom. It had also been stuffed with 
stakes in private ventures of the previ- 
ous board, which was dominated by a 
Hongkong-based branch of the same 
family. The Hongkong branch, consist- 
ing of three brothers variously spelling 
their names Chung and Cheung, half- 
brothers to the Singapore group, also 
spawned the Eda, Aik San and E Wah 
disasters. | 

There are immense style and genera- 
tion differences between the Singapore 
and Hongkong branches, but Tian Teck 
cannot entirely escape from the reputa- 
tions of relatives. Indeed, it could not 
avoid the ill-will engendered with some 
creditors by previous attempts to hive 
off the good part of AHL — the Hyatt 
hotel. 

Last year, the Hyatt was transferred 





Turnover 









S$3.16b 
(US$1.4b) 


Baht 7b 
(US$262.2m) 
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Profit reduced by decrease in toll inco d 
mitted to government for new road link 
kong Island to Kowioon. 


Stabilisation of fuel prices and imprd 
result in steady growth in current year. 


Continuing Jf ge construction projects and) 
sales cugfiioned company against current eq 


years. - 














tel that 
nsible | 









ebts of the parent. . 
Early this year, Tian Teck, in rete | 
for a modest loan to begin renovation of 
the hotel, sgid to be essential to raise 
room rates, was granted an option to 
buy the hotel at its then assessed value 
of HK$675 million if an agreement with 
all creditors had not beén reached. This 
option sounds highly favourable to Tian 
Teck but, in fact, was prdpably meant to 
be more of a legal bargaing weapon. 
The legal position is cpmplex but the 
chances of Tian Teck begig able to exer- 
cise the option withouya long fight are 
remote. Even AHLZAfdvisers Indosuez 
Asia admit that gfner creditors might 
make claifffon the same basis as the 
BoT syndicate. 
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hree major loan syndicates and 

three smaller ones are involved. T! 
one led by BoT loaned HK$600 milli 
in 1981 to AHL's 57%-owned Re- 
gentcourt, a company undertaking a 
luxury residential development. As well 
as a charge on the propery, the syndi- 
cate was guaranteed by AHL in respect 
of its share of the loan. Unfortunately, 
the propefty's value,has fallen to about 
HK$340 million so the syndicate is keen 
to lay hands on other AHL assets. 

Roughly the same percentage defi- 
ciency is involved in another s¥ndica- 
tion led bv Manufacturers Hanover for 
HK$354 million. AHL's share of the ob- 
ligation is only 25% — the rest being 
mainly Cheung family companies — s: 
there is less incentive for thedgnders tc 
try to squeeze AHL for its guarantee 
portion. . 

The third big syndicate, led by Cana- .. 
dian Imperial Bank of Commerce 
(CIBC), is owed HK$650 million. Al- 
though the last of the big three it has by... 
far the best security — the Hyatt, m. 





^ 








































Comment 
" 




















down. @ | " " 
M$193.03m Profits aNected by general downturn in industria 
(USS78.7m) and drop i ofitability of financial operations. b 
A$558m Profits ayginfented by major asset sale in recent tal b 
{US$393m) detence@ Wich wiltatftinue to help profits in nex th. 















Of thAthree smaller syndicates, two 


e and and: one: headed by American 







e banksi in ‘the CIBC g group are al- 
most certain to:support the restructur- 
ing scheme. Not only are they happy 
with their existing security, but if it goes 
through, AIH has the firm promise of 
an eight-year refinancing loan from the 
Hang Seng Bahk, Nanyang C onfmercial 
Bank and Ingosuez which will enable 
the CIBC lenders to be paid off. 
The big pgrticipants in the CIBC 
roup are the Qqmmunist banks (includ- 
ing Nanyang: CoOsgmercial Bank) with 
" HK$200 million \gxposure divided 
among six of them. Ban East Asia, 















advising the AHL minority to accept the 

„deal, and Hang Seng Bank, leading the 

few AIH loan, are also in the CIBC 

loup and will put their heavy weight 
behind acceptance. 


The BoT group, which stands to re- 


cover only 54% of AHL’s obligation — 


now HK$3454 million — is very un- 


happy. It is dominated by Japanese in- | 


stitutions — eight out of 16. Another 
significant player. is Malayan Banking 
with HR$68 million exposure. But the 
syndicate is not united as it includes also 
Hang Seng Bank and the China-control- 

. led Sif Hua Bank. 
The other syndicate members are 
mostly likely to support the restructur- 
— ang as they would gain little, if anything, 










|provideg, for losses, and many — par- 
-ticularly foreign bankers who can blame 
problems on .previous managers — 
would be happy to see an end to uncer- 
tainty and litigation, Nonetheless, if the 
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from thwarting it. Several have already 


led by Wardley face relatively small de-€ 


whose subsidiary East Asia Warburg is | 
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local and China-controlled banks are 
unable to persuade the Japanese to 
swallow their pride and some losses, the 
vote on the restructuring is likely to be 
close. 


he. settlement terms offered to 

creditors whose primary security is 
insufficient to cover loans is calculated 
by deducting the assumed worth, as de- 
rived from recent property valuations 
by Jones Lang Wootton, of-AHL's 
share of the security from AHL's share 
of the debt. 

Thus, for example, BoT itself has ap- 
proximately HK$123 million out to Re- 
gentcourt, of which HK$70 million is at- 
tributable to AHL. The AHL share of 
the security is estimated at HK$38 mil- 
lion, making its net debt HK$32 million. 
BoT would receive compensation val- 


| ued at about HK$17 million joli. it 
| with a net loss of some HK$14 mi Ilion 
| attributable to AHL. 


Compensation would consist " a 
mixture of promissory notes, new AHL 
shares and cash in a ratio of 40:30:30. 
There is an alternative to the shares in 
the shape of a 6% loan stock redeema- 
ble in 1990, The promissory notes total- 
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i shareholders. will see their stake 







would come froin HK$54 dior 
of new AHL shares to Tian Teck ; 
HK51.80 each. Cash and promiss 
notes will only be forthcoming if 
package is approved. 

If it does go ahead, existing 

















by four-fifths. They wil : receive 
30% of the restructured capital. 
itors will get 35% (assuming they : 
shares rather than loan stock} and 
Teck an additional 35% from the 
hon new AHL shares. This wil 
Tian Teck with between 44% and 
depending on the level of preferent 
loan stock, AHL's principal asse 
be 4696 of ATH and net assets has 
the latest Hyatt valuation at HK$2. 
share. 
The plan for ATH is that it will 
133 million shares to its former pà 
and offer one at HK$1 par for e 
the existing 128 million AH Lsh 
another 32 million shares 
itors at the same price. T 
been. noe apre by Se hr 



















































Tun eight-y -vear ous to Oan the 
debt. The share issues are at a 27° 
count to latest Hyatt eer : 
times forecast earnings for the year 
September 1986. 

The deal cannot be bad 
Teck which gets both its ne 
shares and the AIH ones at a 
count to net assets. But that mig 
seem an VU EAE i ee fet f 

'alking aw 
As for the bankers Horis must di | 
price for the lesson that gang-bangk 
to gang-bang syndicates are goe 
for lawyers and liquidators. 
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{OST gains in Asia were marginal for the period to 19 Aug., except for Japan which 
taged a fresh rally on the back of domestic counters. Phe Philippines led the losers, 


Li 


incheered by news of a revival in trade credits. e 


KYO: Summer ended early for the market. 
te Dow Jones Average staged a steady recovery, 
Hnishing at 12,640.5 points on 19 Aug. and vol- 
ume also bounced back from mid-period, aver- 
aging 356.53 million shares daily. Sanko Steam- 
hip s collapse failed to throw the market into the 
panic predicted by some analysts, though banks, 
shipping and trading issues initially suffered. But 
Japan Air Lines plunged to 5,600 (US$23.7) by 
IW ^ug.. breaking the ¥6.000 barrier at which 
ecurities houses attempted to hold the shares. 
Aviation issues fell broadly. Domestic-demand is- 
led the market out of the doldrums. Investor 
‘est continued to focus on housing, property 
“aways. 


KONG: The market made a concerted at- 

(t to push the Hang Seng Index beyond the 

oint level and succeeded. The index 

ed I2 points up on the previous period at 

3l as turnover registered a daily average of 

57.92 milhon (US$36.9 million). Property 

ertormed well, helped by signs of a pickup 

niial sales: But it was commercial-indus- 

s which led gains. Utilities fared poorly while 

scored marginally, The market is gearing up 

Announcements of half-year results and many 

erly companies are expected to show im- 
vements. 


GAPORE: The market continued its down- 
d drift, with Fraser's Industrial Index finishing 
48 points lower at 3,915.85. The drop would 
been a lot worse if share prices had not ral- 
rom a low of 3,870 in response to determined 
y Fraser & Neave (FAN) to boost morale. 

inced on 14 Aug. a S$160 million (US$72.7 | 
n) investment in new plant and machinery. 
F&N and its affiliate Malayan Breweries, re- 
ed unchanged after the suspension of trading 
r shares was lifted, however. Average daily 
ame was 13,54 million shares, a modest im- 
ement on the previous two periods' perform- 

ee. e 


KUALA LUMPUR: The market picked up visibly 
t the end of the period as news of I1th-hour 
egotiations to abort the threatened expulsion of 
he troubled Malaysian Chinese Association from 
he ruling National Front leaked out. The antici- 
steg introduction of the delayed-one-month con- 
fact trading procedure on 15 Aug., however, did 
ot boost activity as much as expected. Average 
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ailv trading volume was 14.91 million shares, val- e 


Pat M$98,53 million (US$11.6 million), with 
trials the most actively traded. 


LA: Two transactiork on long-idle commer- 
ndustrials', Manila Jdckey Club and Liberty 
Mills, contributed 59% of the period's total 


“turnover. The markft showed little reaction. 


y turnoveg 


$56. ; previous P 1.4 mil- 


ial index gained 3.95 
hile the mining and | 


| 


oil indicators lost 38.49 and 0.007, respective- 
ly, to close at 639.31 and 0.737. Some brokers 
noted selective acquisitions on a few industrial 
issues. 
3 

AUSTRALIA: Markets rose in the first half of the 
period to new heights but profit-taking then re- 
duced gains. The Australian All-Ordinaries Index 
ended the period steady at 954.2 while the All-In- 
dustrials shed 2.3 points to 1,384.1. The All-Re- 
sources gained 1.6 points to 621. Surging gold 
stocks were again a highlight, benefiting from a 
sharp rise in the gold price and the troubled South 
African political situation: the Gold Index 
jumped 65.7 points to 1,126.8. Most takeover situ- 
ations simmered, with heavy trading in Wool- 
worths as retailers realigned themselves in the 
wake of the Coles-Myer merger. i 


NEW ZEALAND: The market remained static in 
the early part of the period, before weakening 
sharply at the end. Sentiment was nervous ahead 
of the contents of the 1985 budget to be announc- 
ed on 20 Aug. The budget was expected to contain 
major reforms to the taxation system, includinge 
the level of the goods and services tax. The short- 
term outlook for the market will be dictated by the 


contents of the budget. 


SEOUL: It was another bearish period with politi- 
cal worries continuing to dominate. News of bad 
half-year results at a number of companies add- 
ed to the gloom. The composite index rose by 
0.27 of a point to 135.63. Average daily-trading 
levels inched up 648,000 shares to 15.125 million, 
By industry, fabricated metals were down the 
furthest, by 14.95 points, followed by land trans- 
port, off 10.49 points. Fisheries rose the most, up 
8.2, followed by pharmaceuticals, up 2.19 points. 
Daelim Trading Corp. suffered the largest single 
fall. 


BANGKOK: Concern. over the overall economic 
outlook and the absence of new stimulants con- 
tinued to cast a shadow on the Securities Ex- 
change of Thailand. Trading was dull with 
sporadic transactions, mostly selling. The Book 
| Club Index lost 3.06 points to close the period at 
137,55. Charoong Thai was a Me ee Los- 


ers included Laemthong Bánk, Mah Boonkrong 
and Jalaprathan Cement. Total volume fell to 1.86 
milion shares valued at Baht 324 million 
(US$12.1 million). 


TAIPEI: The market declined fitfully through the 
period, with the weighted price index cloging at 
648.50, down 11.17 points. Investors segefed di- 
spirited as trading volume hif its lowes f 
the year. Average daily transactions @ 

NT$215 million (US$5.4 million). ; 
Glass’ financial difficulties continued to Push 


. Stock down — it lost 26% of its value t« 


NT$3.70. China. General Plastics C 
had seen a good rise the previous perio 


back down with the market. Plastics shares in gen- 


eral fared poorly, and the specialised index for the 
category fell 3.3% t0 153.32. e L | 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
Jo businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
\sia. Decide for yourself whether any other single 
lium puts the economic, social and political realities 
jt Asia at your fingertips as does the Asia Yearbook. 


w In Its 26th Edition | | 
"he Asia 1985 Yearbook, celebrating its 26th anniver- 


e have gone into greater detail, with deeper insight, to 


sia a should have on the bookshelf. 





rasa aş wale a Regional Round: -up, The Power Game, 
Population, Development Banks. Asian Finance, Asian 
nvestment, Commodities. Energy. Aviation, Shipping. 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 

-The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs; Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand-and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
























r intry-by-Coun ty Analysis. 
k cged with up-to-date reviews of its 
; Foreign Relations, Economy 





erything from market poten- 



























sary, is bigger and more comprehensive than ever _ 
efore. Matching the rapid pace of Asian development, ` 


duce a book that anyone who has any coe with — 


earbook gives you localised, 


ds to foreign aid involvements 
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1985 Yearbot k 


and social and cultural landmarkg/ Each section has 
also been supplied with a sef@ vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. | 



















How We Did It 
Published by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's corgespondents 
provide on-the-spot reports from every major Asian. 
capital. From Islamabad to Tokyo, Peking to Canberra . 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to. 
keep the Asia Yearbook pertinent: To give you Asia,... 
minus the mystery, minus the myth. To give you. Asia, aso 
only the Far Eastern Economic Reviewcan. ^ 


Soft Cover: HK$170/US$21.95/£20/8$49.50/M $56.50 
Hard Cover: HK$200/US$25.95/£23.75/S$58. 50/1667 


For airmail delivery, please add: 
HK$45/US$6/£5/5$13/M$15. 
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To: Publications Divisio FarEasterniiconomic § 


Far Eastern Economic Review, 
GPO. Box 160, . 
Hongkong 


Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque’postal order for — 
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F of the Solomon Islands must rank as 
ont of the least confining in the world in 
which to spend several hours waiting an 
onward connection. 
. Few foreign travellers visit Munda. 
till fewer actually plan to call. But 
ose who take the Solomon Islands 
Airways (Solair) flight between the cap- 
ital Honiara and Kieta, in Papua New 
Guinea's North Solomons province, 
often find the choice made for them. 
— The 7 a.m. flight from Honiara 
travels up along the breathtaking maze 
of islands and coral reefs that form the 
- western boundary of the famous "Slot" 
C which Japanese and Allied navies 
slugged it out in the fast-moving naval 
-battles of 1942-43. Munda lies on the 
orthwestern coast of the dark jungle 
mass of New Georgia Island. 
. Only two passengers are taking the 
'16-seat Bandeirante aircraft. The other 
Ministry of Health and Medical Ser- 
's officer Piti Maike, off to ` 
lk to a women's welfare group. 
ained in Fip and Bangkok, 












































has strong views about 
men's advancement and 


y0pes it will not be long before 
ymen are elected to parlia- 
ment. “The colonial administra- 
m took the men off and gave 
em all the training and respon- 
ibility.” she said. "Before that 
women played a big part in run- 
ning things, in planning the cere- 
nies." 

Munda itself disproves the 
videspread faith in the Pacific 
at construction of a large air- 
field will soon be followed by 
ne-loads of wealthy foreign 
tourists, the official-level ver- 
n of more basic cargo cults. 
he Bandeirante uses only a 
raction of the superb paved runway. 
— The Japanese Imperial Navy initiat- 
ed the airfield as a base for Zero fighters 
1942, When the Americans pushed 






























the runway. The surface was made of 
coral rocks, crushed level, soaked with 
seawater and allowed to harden. It re- 
mains in perfect condition, like most of 
- theJocal roads made the same way. 

| The terminal of this northern gate- 
way to the Solomons is a Quonset hut, 
jacked upon pillars carved in traditional 
forms by a local craftsman. A straggly 
bearded man peers threugh a trapdoor 
in one wall: this is the dirport shop. A 
wire-mesh enclosure on the other side is 
e combined immigrgtion counter, 
dio room and airline office. 


















the hospital where 1 
e held. “There is only 
u never know, 
ains. The ys 


meeting will 
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is,” she ex- 









> airport at this village in he north . 







| only about 50 paces. Through the back 
| of the Quonset and*icross the road. is the 
i. Munda Guest House, which overlooks 





Munda's lagoon: haunted by the 


them out in August 1943 they extended - 


Piti Maike sets out té walk the 3km- 
axi here and- 


ent agrees to. 
E wired-in of- | 









e. There are six hours to explore 
Munda be the flight to Kieta. — 
. The trip to the centre of town takes 









| lawns to a wide calm lagoon and, further 
| off, several small islands. First thing is 
| breakfast, missed in the rush to get out 
| to Honiara’s Henderson Field. 

| The dining room has one long table 
| and photographs of Big Ben and the 
| Grenadier Guards. A teenage girl with 
| the deep black skin found in the New 
Georgia region brings fried egg, toast, 
| 
| 





tea and marmalade. The explanation 
for this strong British tradition is 67-year- 

i old Agnes Wheatley, the proprietor. 

| Her father was an Englishman, ob- 

| liged to leave hurriedly for the colonies 
after killing the foreman at a bicycle 
chain factory during a dispute. Sailing 
round the Solomons on board one of the | 
notorious “Blackbirder” ships that | 





——— 





press-ganged islanders into work on 
Queensland and Fijian sugar plant- 
ations, he found Munda an ideal place 
to settle, being well beyond the reach of 
the law's long arm. | 
| 





gnes Wheatley suggests an approach 
to Alfred Sisili, 62, a retired poste 
office official. He agrees to conduct an 
excursion. around the lagoon. Sisili 
walks off, and reappears half an hour 
later coming along the shoreline in a 

| dug-*ut canoe about 6 m long. 

Sisili carved out the canoe himself, 
he explains as we head out across the la- 
goon. “You have to go up and seleq the 
right tree in the hills, and then haul it 
down with vines tied just the right way," 
Sisili said. "But it's got so expensive, 
maybe SI$600 [US$558] now where it 
was only SI$200 a few years ago. You've 
got to hire 40 or 50 men to haul it out, 
provide them with meals and every- 
thing. If we had a road..." © e co. 

























Burns Philp steamer down south," Sisi 





“overt the'lagoon beforg jt buzzy 


A resounding thump echoes acrosse| it. 






Sisili weaves. th 
cano througl 
channels in its — 
coral reefs. A E 
team from Solo: € 
mons Police Bomb || 
disposal squad is § 
working around- 
Munda that day, 
detonating the 
hundretls of large 
and small bombs | * 
that still lie around. Explosions set off. 
by grassfires are a regular occurrence 
around Munda still, mge than 40 years 
after the war. 
Sisili was 19 whfn the Japanese oc- 
cupied New€véorgia, and recalls being 
hauled before a Japanese officer who 
wanted to know where British and'Aus- 
tralian residents had fled. “I told him. 
they'd taken the mission boat and th 

































fe 























said. “He said he believed me, 
but said he'd cut my neck if 


lying." ok 
Japan is a stropg economi 
presence. Through the Dia- 


mond Narrows, Sisili takes the 

cane up to the freezing depot at 

Noro owned by Solombn Taiyo 

Ltd, a joint venture between 

Japan's bik Taiyo Fisheries and 

the Solomon Islands Govern- 
ment. A new fish cannery will | 

extend this plant, at a cost of | 

S1$12 million. Logs stacked for. 

shipment along the channel are ^ 

also destined for Japar E 

.. The war still haunts the New 
Georgia Islands. Crashed. air- 

craft lie in the jungle and in < 

the lagoon near Munda. And 

periodically comes the rumour 

of Japanese "stragglers" still at 

large in the hinterlands, touching of 
waves of populdr emotion in Japan... 
The latest instance occurred in Vell 













- Lavella Island three years ago, cdüsing " 


the Japanese Ministry of Health ag 
Welfare to send a team to scou 
jungles. "They spent thousands off 
lars hiring aircraft and droppigam 
all over the pace,” Sisili y 
amusement. “The locals wy 
it along, of course. Q 
rented out his house to t 
quite a high price. But 
ese have woken up by no 

Back at the Munda Guest 
gid “served fish and chips 

nes Wheatley asked how mA 
had charged. and snorted WH 
heard. The plane to Kieta did not 
| schedule. There was time fol 
e pn the verandah loo} 



























































across the cocenut trees. By the tim 
taxied to the terminal I whs waiting 
ID | Hamish McDo; 








If you've ever had the pleasure of sinking into a deep yet 
supportive reclining chair, you'll begin to understand the pleasure of 

the Qantas Business Class chair with its built-in legrest. After all, 

on a journey of thousands of miles, two comfortable 

wee. feet make all the difference. 
> UTNE TN The fact that Qantas is the only 

E". international airline that offers such comfort 

uh is hardly surprising as Qantas invented the 

f whole concept of Business Class. So we've had 

the most time to make the most advances in this 

area — and we're still leading the wav. 

" Another point to consider. Qantas is the 
airline that specialises in long distance travel. In fact, Qantas 
flies its passengers longer distances than any other airline. 

It's because of this that we understand, and satisfy, the needs 
of our passengers so well, making all our flights seem much 
shorter. Everything, from technology to cabin crew training, 
is geared to make you as comfortable as possible 

over the entire journey. ' 
5o when you fly long distance, wouldn't vou 
feel more confident choosing the airline that specialise: 

in long distance travel? j 

Qantas Business Class. On our long legs, you 
won't arrive on your last legs. 





























MOANTAS 


First in Business Class 


~~” 


In the legendary island nation, With a tradit- 
discerning business travellers 197 £9% the 
return time and again to comfort and 
r " cuisine, The 
The Marco Polo Singapore. Marco Polo 
e hotel has long enjoyed the reputation as 
the haven of the business traveller. Now 
with more luxurious conference and 
banqueting facilities, this reputation 1s 
destined to grow. 

The Marco Polo Singapore is managed 
by The Peninsula Group. With a hundred 
year heritage of dedicated service to busi- 
ness and pleasure travellers in the Orient, 


we know how to make your "a 
. trip live up to all your MOO 
expectations. (2 dm 


: The Peninsula Group. 
k Fidfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Hotel Reservations 
Service, SRS (Steigenberger), The Peninsula Group, Hong Kong 
The Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, 
Beijing and Guangzhou. 

m— MPS-FEER(C5) 




















WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs yourhelp 
to survive 


(y every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda? which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem i *which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve thes» 
and other problemas has resulted in a unique ar 
historic partnership between WWT and t 
People's Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and congervation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professgr Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 


, conservation efforts to save life’ n earth.” 


But WWF needs money — your money. 


Please send contributions to the WWE 
National Organisation m your country i wr direct to 
WWE International, 1196 Gland, - 

y Switzerland. 


WORLD WILDLIFE FUND 





WW’ F acknowledges the donation of this space by 
Far Eastern Economic Reier 
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Our name 
goes back centuries. 


Our approach is 
very forward-looking. 
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THE DOMED HILL AREA OF BURGAN WHERE CARAVANS USED TO STOP 


We took our name from the hilly After all, a banks success is often 
area of Burgan where once caravans dependent on its ability to spot future 
used to stop on their travels in the business potential. Our success is proof 
Arabian Peninsula, and where the first of us having that ability. . 
and largest oil field was discovered. So, if you need a forward lookirfg 

5o Burgan not only stands forthe bank, talk to us 
countrys past tradition, but its present At Burgan Bank we ¢an help with 
prosperity too. In our case, it also contract or project financing, trade 
stands for something else, a progres- financing, loans, fund management 
sive attitude that is definitely looking ^ foreign exchange and a full range of 
to the future. other financial services. 

And that's something we believe Whichever you need, use us once ~ 
is a very important mh in a bank. and youd! never look back 





 BURGAN BANK! 


THE KUWAITI BANK THAT LOOKS TO T HE El i JRI 








Internationally acknowledged to be the finest 
King Size cigarette in the world 


I, | i 
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nni THE MOST DISTINGUISHED TOBACCO HOUSE IN rHE WORLD 
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